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presidential documents 

Title 3—The President 

EXECUTIVE ORDER 11827 

Continuance of Certain Federal Advisory Committees 

Under the provisions of Section 14 of the Federal Advisory Committee 
Act (5 U.S.C. App. I), each advisory committee created by the Pres¬ 
ident or any other officer of the Executive Branch and subject to the 
provisions of this Act—in existence on the effective date of the Act, 
January 5, 1973—will terminate on January' 5, 1975, unless renewed 
by the President or other appropriate officer. 

During the period elapsed since the Federal Advisory Committee Act 
was enacted, all Federal advisory committees subject to that Act have 
been thoroughly examined and reexamined to determine whether they 
should be continued, modified, abolished, or allowed to terminate. In 
that period, more than 300 Federal advisory committees have l>ccn 
abolished or allowed to terminate. 

All advisory committees created by the President before the effective 
date of the Act and subject to the provisions of the Act have been care¬ 
fully examined. I have determined that those listed in Section 1 of this 
Order should be continued until January' 5, 1977, unless terminated 
sooner. I have also determined that the advisory committees listed in 
Section 2 of this Order, created after the effective date of the Federal 
Advisory' Committee Act—expiring under the terms of that Act l>cforc 
January' 5, 1977—should be continued until that date, unless terminated 
sooner. 

NOW, THEREFORE, I, GERALD R. FORD, by virtue of the 
authority vested in me as President of the United States of America, 
particularly by the Federal Advisory Committee Act, do hereby order as 

follows: 

Section 1. The following-listed advisory' conm\ittecs are hereby con¬ 
tinued until January 5, 1977, unless otherwise sooner terminated— 

(1) Citizens’ Advisory Committee on Environmental Quality'—Exec¬ 
utive Order No. 11472 of May 29, 1969, as amended (Council on 
Environmental Quality). 

(2) Quctico-Supcrior Committee—Executive Order No. 11342 of 
April 10, 1967 (Department of Agriculture). 

(3) Advisory Council for Minority Enterprise—Executive Order No. 
11625 of October 1 3,1971 (Department of Commerce). 

(4) Consumer Advisory Council—Executive Order No. 11583 of 
February 24, 1971, as amended (Department of Health, Education, and 
Welfare). 

(5) President’s Council on Physical Fitness and Sports—Executive 
Order No. 11562 of September 25, 1970 (Department of Health, Edu¬ 
cation, and Welfare). 
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(6) Committee for the Preservation of the White House —Executive 
Order No. 11145 of March 7, 1964, as amended (Department of the 
Interior )• 

(7) Citizens’ Advisory Council on the Statu s of Women — Executive 
Order No. 11126 of November 1, 1963, as amended (Department of 
Labor). 

(8) President’s Advisory Committee on the Environmental Merit 
Awards Program — Executive Order No. 1 1667 of April 19, 1972 (Envi¬ 
ronmental Protection Agency). 

(9) National Health Resources Advisory Committee—Executive 
Order No. 11415 of June 24, 1968, as amended (General Services 
Administration). 

(10) President’s Committee on the National Medal of Science— Ex¬ 
ecutive Order No. 11287 of June 28, 1966, as amended (National 
Science Foundation). 

(11) President’s Commission on White House Fellowships— Execu¬ 
tive Order No. 11183 of October 3, 1964, as amended (Civil Service 
Commission). 

Sec. 2. The following-listed advisory committees are hereby continued 
until January’ 5,1977, unless terminated sooner— 

(1) President’s Export Council— Executive Order No. 11753 of 
December 20,1973 (Department of Commerce). 

(2) President’s Committee on Mental Retardation— Executive Order 
No. 1 1776 of March 28, 1974 (Department of Health, Education, and 
Welfare). 

(3) Federal Advisory Council on Occupational Safety and Health- 
Executive Order No. 11807 of September 28, 1974 (Department of 
Labor). 

(4) Energy Research and Development Advisory Council—Presiden¬ 
tial Announcement of June 29, 1973 (National Science Foundation). 

(5) Ad Hoc Advisory’ Group on Puerto Rico—Presidential Announce¬ 
ment of September 27, 1973 (DomesticCouncil). 

Sf.c. 3. The department or agency listed after the advisory* committees 
listed in Section 1 and Section 2 of this Order shall perform such func¬ 
tions with respect to the committee involved as may be required by the 
Federal Advisory Committee Act. 

Sec. 4. Advisory committees created by the President before Janu¬ 
ary 5, 1973, which arc subject to the provisions of the Federal Advisory 
Committee Act, and which have not been continued by Section 1 of this 
Order, will, unless sooner terminated under the provisions of the Federal 
Advisory* Committee Act, terminate as of January 5, 1975. 



The White House, 


January 4,1975. 

[FR Doc.75-674 Filed l-fr-75;9:49 am) 
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EXECUTIVE ORDER 11828 

Establishing a Commission oil CIA Activities Within the United States 

The Central Intelligence Agency as created by the National Security 
Act of 1947 fulfills intelligence functions vital to the security of our 
nation, and many of its activities must necessarily be carried out in 
secrecy. Such activities arc nevertheless subject to statutory limitations. 
I have determined that in order to insure scrupulous compliance with 
these statutory limitations, while fully recognizing the statutory, missions 
of the Agency, it is advisable to establish a Commission on CIA Activi¬ 
ties Within the United States. 

NOW, THEREFORE, by virtue of the authority vested in me by 
the Constitution and statutes of the United States, and as President of 
the United States, I hereby order as follows: 

Section 1 . Establishment of the Commission. There is hereby estab¬ 
lished a Commission on CIA Activities Within the United States (here¬ 
inafter referred to as the “Commission”), to be composed of a Chairman 
and other members to be appointed by the President. 

Sec. 2. Functions of the Commission. The Commission shall: 

(a) Ascertain and evaluate any facts relating to activities conducted 
within the United States by the Central Intelligence Agency which give 
rise to questions of compliance with the provisions of 50 U.S.C. 403; 

(b) Determine whether existing safeguards are adequate to prevent 
any activities which violate the provisions of 50 U.S.C. 403; 

(c) Make such recommendations to the President and to the Director 
of Central Intelligence as the Commission deems appropriate. 

Sec. 3. Cooperation by and with Executive Departments and Agencies . 
The Commission is authorized to request, at the direction of the Chair¬ 
man, from any executive department or agency, any information and 
assistance deemed necessary’ to carry out its functioas under this order. 
Each department or agency shall furnish such information and assistance 
to the Commission, to the extent permitted by law. The Commission 
shall furnish to the Attorney General any evidence found by the Com¬ 
mission which may relate to offenses under the statutes of the United 
States. 

Sec. 4. Compensation, Personnel, and Finance . (a) Each member of 
the Commission may receive compensation for each day he or she fa 
engaged upon the work of the Commission at not to exceed the daily 
rate now or hereafter prcscriljed by Law for persons and positions in 
GS-18, as authorized by law and may also receive travel expenses, 
including per diem in lieu of subsistence, as authorized by law (5 U.S.C. 
5703) for persons in the government service intermittently employed. 

(b) The Commission shall have an Executive Director who shall be 
designated by the President and shall receive such compensation as may 
hereafter be specified. The Commission fa authorized to appoint and fix 
the compensation of such other personnel as may be necessary to enable 
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it to carry out its functions, and is authorized to obtain services in accord¬ 
ance with the provisions of 5 U.S.C. 3109. 

(c) AH necessary expenses incurred in connection with the work of 
the Commission shall l>c paid from the appropriation for “Unanticipated 
Personnel Needs” P.L. 93-381, 88 Stat. 617, or from such other funds 
as may be available. 

Sec. 5. Administrative Services. The General Services Administration 
shall provide administrative services for the Commission on a reimburs¬ 
able basis. 

Sec. 6. Report and Termination. The Commission shall present its 
final report to the President not later than three months from the date 
of this order. It shaU terminate within one month after presenting its 
final report. 



The White House, 

January 4, 1975. 


[FR Doc.75-675 Fitcd I-6-75 ;9:50 am] 
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MEMORANDUM OF DECEMBER 30, 1974 

Funds for Salaries and Expenses 


Memorandum for Chairman, Atomic Energy Commission, and Admin- 
trator-Dcsignatr, Energy Research and Development Administration 


The White House, 
Washington, December 30,1974. 


Memorandum for Hon. Dixy Ijcc Ray, Chairman, Atomic Energy 
Commission; Hon. Robert C. Seamans, Jr., Administrator-Designate, 
Energy Research and Development Administration. 

Under the provisions of Section 312(a) of the Energy Reorganization 
Act of 1974 (Public Law 93-438), the use of any funds available to the 
Atomic Energy Commission for salaries and expenses is hercliy approved 
for the purpose of paying the compensation and expenses of the Admin¬ 
istrator of the Energy* Research and Development Administration. 

This memorandum shall l>e published in the Federal Register. 



[FR Doc.75-677 Filed 1-6-75 ;10:24 am] 
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rules end regulations 


This section of the FEDERAL REGISTER contains regulatory documents having general applicability and legal effect most Of which are 
keyed to and codified In the Code of Federal Regulations, which is published under 50 titlee pursuant to 44 U.S.C. 1510. 

The Code of Federal Regulations Is sold by the Superintendent of Documents. Prices of new books are listed In the first FEDERAL 
REGISTER Issue of eech month. 


Titlo 5—Administrative Personnel 
CHAPTER I—CIVIL SERVICE COMMISSION 
PART 352—REEMPLOYMENT RIGHTS 

Equalization Allowance Due Federal Em¬ 
ployee Transferred to International Or¬ 
ganizations 

Part 352 is amended to change the 
method used to calculate the Equaliza¬ 
tion Allowance due Federal employees 
transferred to international organiza¬ 
tions. The new method will counteract 
the adverse effect which a recent change 
in the U.N. gross salary would have had 
on Equalization Allowance received by 
transferred employees. 

Effective January 1. 1075. 1352.310(a) 
(1) is amended as set out below: 

8 352.310 Equalization allowance. 
(&)••• 

<l) To determine the difference, the 
Department of State defines pay (i) for 
the Federal Government, as the amount 
paid an employee before the deduction of 
State and local taxes, but after the deduc¬ 
tion of hypothetical UJ3. Federal tax us¬ 
ing the standard deduction considering 
the number of exemptions and appropri¬ 
ate tax table prescribed by the Depart¬ 
ment; (11) for international organiza¬ 
tions following the Common System of 
Salaries and Allowances of the United 
Nations and Specialized Agencies, as the 
amount actually paid to the employee 
after the deduction of the Staff Assess¬ 
ment; (ill) for other international or¬ 
ganizations, as the amount actually paid 
to the employee. In cases where pay is 
subject to 8tate and local taxes, this 
shall be the pay before the deduction of 
the taxes. 

((5 US.O. 3584); E.O. 11552. 3 CFR 1070 
Comp.) 

United States Civil Serv¬ 
ice Commission, 

(seal! James C. Spry. 

Executive Assistant 
to the Commissioners . 
[FR Doc.75-428 Filed 1-8-75:8:45 am] 


Title 7—Agriculture 

CHAPTER III—ANIMAL AND PLANT 
HEALTH INSPECTION SERVICE. DE¬ 
PARTMENT OF AGRICULTURE 

PART 301—DOMESTIC QUARANTINE 
NOTICES 

Japanese Beetle; Regulated Areas 

This document amends the supple¬ 
mental regulation which lists regulated 
areas for purposes of the Federal Japa¬ 
nese Beetle Quarantine (7 CFR 301.48) 
by adding to the generally Infested areas 


all or parts of the following previously 
nonregiilated counties: Carroll. Coweta, 
Greene, Jones. Monroe, and Rockdale in 
Georgia; Effingham and Macon in Il¬ 
linois; Bourbon, Garrard, Jackson. Jes¬ 
samine. Lincoln. Nicholas, Pulaski. 
Robertson, Rockcastle, Trimble, Wayne, 
and Woodford in Kentucky : Miami, Put¬ 
nam. and Shelby in Ohio; Fairfield and 
Newberry in South Carolina; and Han¬ 
cock in Tennessee; and by adding to the 
suppressive areas part of the previously 
non regulated county of Muscogee in 
Georgia. This document further amends 
said regulation by extending the gen¬ 
erally Infested areas in the following 
previously regulated counties: Bartow. 
Bibb, Burke. Cherokee, Clarke, De Kalb. 
Elbert, Fannin, Fayette, Gilmer, Gordon. 
Henry, Murray. Newton, Oconee. Ogle¬ 
thorpe. Paulding, and Walton in 
Georgia; Cook. Du Page. Iroquois, and 
Kankakee in Illinois; Clay. Dearborn. 
Dubois, Greene. Jennings, Ohio. Orange. 
Parke, Putnam, Switzerland, and Wash¬ 
ington in Indiana; Auglaize. Clark, and 
Preble in Ohio; Union in South Caro¬ 
lina; and Coc&e. Greene, Hawkins. 
Loudon. Roane, and Sevier in Tennessee; 
and by extending the suppressive areas 
in the counties of Cleburne. Jackson, and 
Lee in Alabama. This also amends said 
regulation by removing from the suppres¬ 
sive areas a part of Wayne County in 
Michigan. Regarding the area removed 
from regulations, the provisions of the 
regulations with respect to the interstate 
movement of regulated articles from reg¬ 
ulated areas in Quarantined States will 
not apply to the interstate movement of 
such articles from the specified counties 
but the provisions with respect to the in¬ 
terstate movement of regulated articles 
from nonregulated areas in the quar¬ 
antined States will be applicable. . 

Pursuant to the provisions of sections 
8 and 9 of the Plant Quarantine Act of 
August 20,1912, as amended, and section 
106 of the Federal Plant Pest Act (7 
U.8.C. 161. 162, 150ee). and $ 301.46-2 of 
the Japanese Beetle Quarantine regula¬ 
tions <7 CFR 301.48-2. as amended); the 
supplemental regulation designating reg¬ 
ulated areas, 7 CFR 301.48-2a. is hereby 
amended to read as follows: 

§ 301.16—2a Regulated area-*; *upprc*- 
»Jvr and generally infected urea*. 

The civil divisions and parts of civil 
divisions described below are designated 
as Japanese beetle regulated areas within 
the meaning of the provisions of this sub¬ 
part, and such regulated areas are 
hereby divided into generally Infested 
areas or suppressive areas as indicated 
below: 


Alabama 

(1 ) Generally Infested area. None. 

( 2 ) Suppressive area. 

Calhoun County. Sections 35 and 36. T. 15 
8. R. 7 E.; and secs. 1. 2. 11. and 12. T. 16 
8.. R 7 E. 

Cleburne County. T. 16 8^ R. 10 E.; 6% 
T. 15 8., B, 10 E.; secs. 5. 6. 7. 8. 17. 18, 19, 
20. 20. 30 T., 31. 32. 16 8., R. 11 B; and 
sees. 19, 20, 20. 30. 91, 32. T. 15 8.. R.llE. 

Jnekton County. Sec*. 7. 8, 0, 16. 17, 18 T. 
3 8.. R. 5 E. and that portion of the county 
lying within the corporate limits of the city 
of 8cottaboro. 

Jefferson County. 8ec s. 5, 6. 7, 8. 17. 18. 19. 
and 20, T. 17 8.. R. 1 W.; and secs. 1. 12. 13, 
and 24. T. 17 8.. R. 2 W. 

Lee County. That portion of the county 
lying within the corporate limits of the city 
or Opelika. 

Winston County. Sect. 6 and 7. T. 10 S.. R. 
10 W. 

COMWECT ICU T * 

(1) Generally infested area. The entire 
State. 

(2) Suppressive area. None. 

Delaware 

(1) Generally infested area . The entire 
State. 

(2 ) Suppresive area . None. 

District or Columbia 

(1) Generally infested area. The entire 
District. 

(2) Suppressive area. None. 

Georgia 

( 1 ) Generally infested area. 

Banks County . The entire county. 

Borrow County. The entire county. 

Bartow County. The entire county, except 
Ocargla Militia Districts 851, 1471, and 1472. 

Btbb County. That portion of the county 
lying within Georgia MUltla Districts 514. 
481, 520,1085. 564. and 716. 

Burke County . That portion of the county 
lying within Georgia MUltla Districts 65. 66. 
and 67; that portion of Georgia MUltla Dis¬ 
tricts 69 and 72 lying within a circle having 
a radius of 3 miles with the center at the 
intersection of Savannah and Atlanta Rail¬ 
road and the Georgia and Florida Railroad 

Carroll County. That portion of the county 
lying within Georgia Mint !a Districts 1542 
and 1207. 

Cherokee County. The entire county 

Clarke County. The entire county. 

Clayton County. The entire oounty. 

Cobb County. The entire oounty. 

Columbia County. That portion of the 
county lying south of 1-20 and east of Little 
Klokee Creek. 

Coweta County. That portion of the county 
lying within Ocorgla MUltla Districts 742. 
746. and 645. 

Dawson County. The entire oounty. 

De Kalb County, The entire county. 

Douglas County . That portion of the 
county lying within Georgia Militia DLitrlcts 
1273. 784. 736, and 1272. 

Slbert County. That portion of the county 
lying within Georgia MUltla Districts 201, 
197. 315. 199.202, and 196. 
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Fannin County . The entire county except 
that portion of Oeorgla Militia District 1130 
lying west of Tumbling Creek and that por¬ 
tion of Georgia Militia District 930 lying west 
of Jacks River. 

Fayette County . The entire county, except 
that portion lying within Georgia Militia 
District 1393. 

Fortyth County. The entire county. 

Franklin County. The entire county. 

Fulton County . The entire county. 

Gilmer County. The entire coumy. 

Gordon County. That portion of the coun¬ 
ty lying within Georgia Militia Districts 
1057. 874. 1063. 1235.1056. and 973. 

Greene County . That portion of the county 
lying within Georgia MUltla District 147. 

Gwinnett County. The entire county. 

Habersham County . The entire county. 

Halt County. The entire county. 

Hart County. The entire county. 

Henry County. That portion of the county 
lying within Georgia Militia Districts 838. 
775. 622. 486. 1477. 491. 723. and 498. 

Jackson County. The entire county. 

Jones County. That portion of the county 
lying within Georgia Militia District 305. 

Lumpkin County. The entire county. 

Madison County. The entire county 

Monroe County . That portion of the 
county lying within Georgia Militia District 
618 

Murray County. That portion of the county 
lying within Oeorgla Militia Districts 826. 
972. 1291. and 934. 

Newton County. That portion of the coun¬ 
ty lyng within Oeorgla Militia Districts 462. 
1249. and 1525. 

Oconee County. The entire county. 

Oglethorpe County. That portion of the 
county lying within Oeorgla Militia Districts 
226. 1303. 235. 233, 227. 233. and 237. 

Paulding County. That portion of the 

oounty lying within Oeorgla Militia Districts 
1596. 942. 1080, 1081. and 1087. 

Pickens County . The entire county. 

Rabun County. The entire county. 

Richmond County. The entire county 

Rockdale County. That portion of the 

county lying within Oeorgla Militia District 

561 and that portion of Georgia Militia Dis¬ 
trict 475 lying north of Hightower Road. 

Spalding County. That portion of the 

oounty lying within the corporate limits of 
the city of Griffin and that area south of 
city to the county Itne lying east of Carver 
Road and west of Potato Creek. 

Stephens County The entire county. 

Totms County. The entire county. 

Union County. The entire oounty. 

Walton County. That portion of the coun¬ 
ty lying within Georgts Militia Districts 250. 
415. 421. 419. 1663. 417. 416. 503. and 454. 

White County. The entire county. 

(21 Suppressive area. 

Muscogee County. That portion of Georgia 
Militia District 368 lying south of Georgia 
Highway 22 ajid Georgia Highway 103. and 
that portion of Oeorgla Militia District 921 
lying north of Bull Creek. 

Iixrxota 

(l) Generally infested area. 

Coles County. Secs. 1. 2. 3. 11. and 12. T. 
12 N . R. 7 X.; secs. 25. 34. 35. and 36. T. 13 N„ 
R. 7 K.; secs. 6. 7. and 18, T. 12 N„ R. 8 X.; 
secs. 30 and 31. T. 13 N„ R 8 X^ and all of 
the City of Mattoon not described above; 
aecs. 2, 3. and that portion of sec. 11 outside 
the City of Charleston, T. 12 N., B. 9 E.; secs. 
34 and 3ft. T. 13 R. 9 E. 

Cook County . That portion of the county 
bounded by a Unc beginning at a point where 
York Koed-Touhy Avenue Intersect, thence 
east along Touhy Avenue to the Lake Michi¬ 
gan shore Une, thence In a southerly direc¬ 
tion along the Lake Michigan shore Hue to 
Its Intersection with the Indiana State line, 


thence south along Indiana State Une to tho 
Cook-Will County line, thence west along 
Cook-Will County line to 1U intersection 
with Cicero Avenue (State Highway 50). 
thence north along Cicero Avenue (State 
Highway 50) to its intersection with the Trl- 
Stato Tollway (Interstate 294), thence In a 
northwesterly direction along the Tri-State 
Toll way (Interstate 294) to Its intersection 
with Cook-Du Page County line, thence 
north and west along the Cook-Du Page 
County Une to its intersection with York 
Road, thence north along York Road to the 
point of beginning. 

Du Page County. That portion of the 
county bounded by a Une beginning at a 
point where Busse Road (State Highway 83) 
intersects the Cook-Du Page Oounty line, 
thence east and south slang the Cook-Du 
Page County Une to North Avenue (State 
Route 34). thence west along North Avenue 
(State Route 34) to Busse Road (State 
Route 83). thence north along Busse Road 
to the point of beginning. 

Edgar County. Section 3 and that portion 
of sec. 7 west of Indian boundary line T. 
13 N.. R. 11 W.; Sec. 31. T. 14 N. R. 11 W; 
NCI 1. 2. 3. 16. 11. and 12, T. 13 N.. R. 12 W.; 
secs. 34, 35. and 33, T. 14 N., R 12 W.. In¬ 
cluding all of the city of Paris and secs. 11. 
12. 13. and 14. T. 13 N- R. 11 W- including 
all of the town of Vermillion. 

Effingham County Sections 19. 20, 21. 23. 

29. 30. 31, and 32, T. 8 N . R 3 E. 

Fayette County. Sections 7. 8. 9, 18. 17. 18. 
19. 20. 21. 29. and 30. T. 6 N. R. 1 X.. Including 
all of the city of Vandalia: and secs. 1. 2. 3. 

10, 11, 12. 13. 14. 15. and 24. T. 6 N.. R. 1 W. 
Iroquois County. That portion of the 

county lying east of State Highway 49. Sec¬ 
tions 1. 2. 3. 4. 5. 8. 9. 10. XI, 12. 13. and 14, 
T. 26. N.. R 10 B-; secs. 23, 24. 25. 23. 27. 33. 
34. 35. and 38. T 27 N., R. 10 B.; secs. 6. 7. ind 
Nl/2 of 18, T. 28 N.. R. 11 K: sec*. 19. 30. and 

31. T. 27 N . R. 11 B-: sec. 6. T. 25 N.. R. 13 
W.; secs. 30 and 31. T. 28 N.. R. 13 W.; sees. 18, 
19. 30, and 31. T. 27 N.. R. 13 W.; secs. 30 and 
31. T. 28 N.. R 13 W.; secs. 1 and 2, T. 25 N., 
R. 14 W.; secs. 4. 5. 6. 7. 8. 25. 34. 35. and 38, 
T, 26 N., R. 14 W.; secs 13. 14. 19. 20. 21. 22. 
23. 24 . 25. 23, 27. 28. 29. 30. 31, 32. 33, 34. 35, 
and 36.T.27N, R 14 W. 

Kankakee County. Secs. 6 and 7, T. 29 NL, 
R. 10 W.; seca 19. 30, and 31. T. 30 If., R. 10 
W.; secs. 1. 2. 3. 10. 11. and 12. T. 29 If. R. 
11 W.; sees. 22. 23. 24. 25. 26. 27. 34. 35. and 
33. T. 30 N.. R. 11 W.; secs. 25, 28. 35. and 
36. T. 31 Nh R 11 B.; secs. 28. 29. 30. 31. 32, 
and S3, T. 31 N., R. 12 B.; and sees. 1 and 2. T. 
30 N„ R 14 W. 

La Sidle County. Sections 13. 14. 23. 24. 25, 
26. 35. and 36. T. 31 N.. R 3 E.; and secs. 
18. 19. 30. and 31. T. 31 N.. R. 4 E. 

Macon County. Sections 1. 2. 11. 12, 13. and 
14. T. 16 H.. R. 2 E.; sec a. 5. 6. 7. 8. and 18. 
T. 16 N„ R 3 E, all In the city of Decatur and 
Its environs. 

Tazewell County. Sections 26, 27. 23. 29, 

30. 31. 32. 33. 34, and 35. T. 26 N.. R. 4 W.; 
and secs. 3. 4. 5. and 6. T. 25 N., R. 4 W„ in¬ 
cluding moat of the city of East Peoria and 
the village of Creve Occur. 

Vermilion County. Secs. C, 7, and 18. T. 
23 N.. R 10 W ; secs. 1, 2, 3. 4. 5. 6. 7. 8. 9. 10. 

11, 12. 13. 14. 15. 16. 17, and 18. T. 23 N.. 
R 11 W.; and secs 1, 2, 22. 12. 13. and 14, T. 
23 N . R. 12 W., including the towns of Chen- 
eyvllle and Hoopeston. 

Will County. Secs. 13 and 24. T. 34 N„ IL 
13 E.: and secs. 1, 2, 3, 4. 6. 6. 7. 8. 9. 10. 11, 

12, 14. 15. 16. 17. 18. 19. 20, 21. 22. and 23. 
T. 34 N., R 14 E. Including all of the town of 
Crete and the south part of Steger. 

(2) Suppressive area. 

Madison County. T. 3 N, R, 0 W., Includ¬ 
ing the cities of Oranlte City. Madison, and 
Venice; and T. 3 N., B. 10 W. 

Rock Island County. Beginning at a point 
where a northerly extension of Third Street 


intersects the Mississippi River; thence north 
east along the Mississippi River to the East 
Moline City limits line; thence east and 
south along the East Moline City limits line 
to First Street Road; thence south along 
First Street Road to State Route 84; thence 
in a southerly direction along State Rout# 
84 to Colons Road; thence west along Colon a 
Road. 42d Avenue and 23d Avenue to Its 
Intersection with John P Kennedy Drive; 
thence north along John F. Kennedy Drive 
to its interaction with Third Street; thence 
north along Third Street and a northerly 
extension of Third Street to the point of be¬ 
ginning. 

St. Clair County. All of Canteen. Centre- 
ville. and Stites Townships; and that part 
of CaaeyviHe Township lying west of State 
Route 159. 

Indiana 

(1) Generally infested area. 

Allen County. The entire county. 

Benton County. The entire county. 

Boone County. The entire oounty. 

Carroll County. The entire oounty. 

Cass County. The entire county. 

. Clark County. That portion of the county 
bounded by a line beginning at a point where 
State Highway 62 Intersects the Floyd-Clark 
County line; thence extending northeastward 
along said highway to the point where It 
Junctions with State Highway 131; thence 
northeastward along said highway to the 
point where It intersects Interstate Highway 
105; thence continuing to a northeastward 
direction along the bituminous surfaced road 
located on tho northern boundary of secs. 
20 and 21 to the point where it junctions 
with Allison Lane; thence southeastward 
along said lane to the Ohio River; thence 
westward along the Ohio River to the point 
where It Intersects the Floyd-Clark County 
line; thence north along said line to the 
point of beginning. 

Clay County. N2/3. T. 13 N.. R. 6 W.; secs. 
2. 3. 4. 6, 6. 7. 8, 9. 10. 11. 14. 15. 16. 17. and 
18. T 12 N-. R 7 W.; sees. 1. 2. 3. 4. 9. 10. 11. 

12. 13. 14. 15. 16. 21. 23. 23. 24. 26. 27. 28, 33. 
34. and 35. T. 13 N.. R. 7 W. 

Clinton County. The entire county. 

Daviess County. The entire county. 
Dearborn County. The entire oounty. 

De Kalb County. The entire oounty. 
Delaware County. Secs. 2. 3, 10. 11. 14. and 
15. T. 20 N.. R. 10 E. 

Dubois County. T. t N. R. 3 W.; T. 1 N^ R. 
4 W : T.1N.R.5 w.: T. 1 N.. R. 6 W ; T. I 
8., R. 3 W.; Secs. 1. 2. 3. 4. 5. 6. 6. 9. 10, 
11. 12. 13. 14. 15, 22. 23. 24. 25. 26. and 27. 
T. 2 S.. R. 3 W ; T. 1 S.. R. 4 W.. excluding 
necs. 19. 30, and 31; aecs. 1. 2. 3. 4. 5. 6, 7. 
8. 9. 10. II. 12. 13, 14. 15, 10. T. 1 8.. R 5 
W ; secs. 1, 2, 3. 10. 11. and 12, T. 1 8. R. 
6 W. 

Elkhart County. The entire county. 

Fulton County. The entire oounty. 

Greene County. T. 6 N.. R. 3 W* secs. 1. 2. 
11. 12. 13. 14. 23. 24. 25. 26. 27. 28. 29. 30. 31. 

32. 33. 34. 35. and 36. T 6 If.. R 4 W. 

Hendricks County , 3eca 1, 2. 3. 10, 11, 12, 

13. 14. 15, 23. and 24. T 15 N , R. 1 E.: and 
secs. 5. 6, 7. 8, 17. 18. 19. and 20, T. 15 N. R. 
2 E. 

Huntington County. The entire county. 
Jackson County. Secs 1. 2. 11. 12. 13, 14. 
23. and 24, T. 4 N.. R. 2 E.; sees. 11. 12. 13. 14. 
23, 24. 25. 26. 35. and 38. T. 5 N . R 2 E.; secs. 

2. 3. 4. 5. 6. 7, 8, 9. 10. 11. 12, 13. 14. 15. 16. 17. 

18. 19, 20. 22. 23, and 24. T. 4 N . R. 3 E.; secs. 
7. 8. 9. 16. 17. 18. 19. 20. 21, 28. 29. 30. 31. 32. 

33. and 34. T. 5 N.. R. 3 E; secs. 7. 18. and 19, 
T. 4 N.. R- 4 E.; secs. 12. 13. and 24. T. 6 N„ 
R. 5 E; and secs 7, 8, 9, 16. 17. 18. 19. 20. and 
21. T. 6N.. R6E. 

Jasper County. The entire county. 

Jefferson County. Secs. 1. 2. 11. 12, 13. 24. 
and 25. T. 3 N.. R 9 X.; aecs. 5. 0. 7. 8. 17. 18, 

19. 20. 29. and 30. T. 2 N.. R. 10 K: sec*. 2, 

3, 4, 5. 6. 7. 8. 18. 19. 30. 31. and 32. T. 3 


FEDERAL REGISTER, VOL 40, NO. 


TUESDAY, JANUARY 7, 1975 






RULES AND REGULATIONS 


1225 


R 10 E ; secs 20. 21. 22. 27. 20. 20. 32. 33. 34. 
and 35. T. 4 N., R, 10 B; Bee 2. T. 3 N.. R. 11 
E ; and icct 26. 27. 34. and 85. T 4 N., R. 11 B. 

Jcnnmps County. E5/6 of T. 6 R. 7 E.: 
sees. 22. 23. 25. 26. 27. 28. 32. 33. 34. 35. and 
36. T. N.. R. 7 K 4 800 6. T. 5 N.. R. 8 B.; see*. 
3. 4. 5. 6. 7. 8. 0. 16. 17. 18. 19. 20. 21. 28. 20. 

30. and 31. T. 6 N.. R 8 E.; * 40 * 27. 28. 20. 

30. 31. 32. 33. and 34, T. 7 N, R. 8 B.; sees. 
28. 20. 32. and 33. T. 7 N., R 9 E. 

Kosciusko County. The entire county. 
Lagrange County. The entire county. 

Lake County. The entire county. 

La Porte County. The entire county 
Lawrence County . That portion of the 
county lying went and south of a line start¬ 
ing at the Intersection of State Highway 37 
and the Lawrence-Monroe County line, 
thence southerly along State Highway 37 to 
the Junction of State Highways 37 and 58. 
thence southeasterly along said highway to 
the Junction of State Highway 60. thence 
easterly along State Highway 50 to Its Inter¬ 
section with the Lawrence-Jackson County 
line, 

Marion County. The entire county. 
Marshall County The entire county. 
Martin County. The entire county 
Miami County. The entire county. 
Montgomery County. The entire county. 
Newton County. The entire county. 

Noble County. The entire county. 

Ohio County. Ail that area east of the west 
boundary line of 2 W. 

Orange County. All that area west of State 
Highway 37. and north of State Highway 56; 
and secs. 6 and 7. T 1 8.. R. 1 B. 

Parke County. Seen. 9 through 36. T. 14 N., 
R. 6 W.; secs 7. 18. 19, and SI/S. T. 14 N.. R. 

7 W.; sec*. 12 through 36. T. 14 N. R 8 W ; 
seen. 11. 13, 14. 15. 22. 23, 24. 25. 26. 27. 35. 
and 36. T. 14 N„ R. 9 W 

Porter County. The entire county. 

Pulaski County. The entire county. 

Putnam County. Seen 4, 5. 6. 7. 8. 9. T. 16 
N.. R. 3 W ; sees. I, 2. 3. 10. 11. 12. T. 16 N„ 
R. 4 W.; secs 3. 4, 5. 6. 7. a, 9. 10. 16. 16. 17. 

18. 19. 20. 21. 22. T 13 N., R. 5 W.; secs 14. 23. 
26. 35. and W2/3. T. 14 N , R, 5 W. 

St. Joseph County. The entire county, 
Starke County. The entire county. 

Steuben County. The entire county. 
Sullivan County. Secs. 2. 3. 4. 5. and 6. T. 

8 R. 9 W.; secs 25. 20. 27, 28. 29. 30. 31. 

32. 33, 34. 35. and 36. T. 9 N.. R. 9 W.: sec. 1. 
T. 8 N.. R. 10 W.; secs. 25 and 36. T. 9 N.. R 
10W. 

StcU;crtaruf County. Secs. 5. 6. 7. 8. 30. and 

31. T. 2 N.. R. 1 B.: secs. 29. 30. 31. and 32. T. 
3 N. R. 1 B: sec 6. T. 1 N,. R 1 W ; secs 1, 
2. 3, 4. 5. 6. 11, 12. 13. 14. 23. 24. 25, 26. 27. 
28. 29. 31. 32. 33. 34. 35. and 36. T. 2 N.. R. 1 
W.; 81/3. T. 3 N, R 1 W.; secs 1 through 9. 
and 13. T. 1 N.. R 2 W; secs. 1 and 2. T. 2 N . 
R. 2 W; secs. 25. 26. 35. and 36. T. 3 N.. R. 2 
W.: secs. 1. 9. 10. 11, 12. 13. 14. 15. 16. 21. 22, 
23. 27. and 28. T 2 N. R 3 W. 

Tippecanoe County. The entire county. 
Vanderburgh County. The entire county. 
Vermillion County. Secs. 10. and 15. and 
22. T. 14 N„ R. 9 W, 

Vigo County. The entire county. 

Wabash County. The entire county. 
Washington County. Secs. 1. 2. and 3. T. 
1 N.. R. 2 E : secs. 1, 2. 25. 26. 27, 34. 35. and 
36. T. 2 N., R. 2 B^ secs l, 2. 3. 4. 9. 10. 11. 12. 

13. 14. 15. 16. 21. 22. 23. 24. 25. 26. 35, and 
36. T. 3 N.. R. 2 B.; T. 4 N, E. 2 B.; secs. 4. 6. 

6. 7. 8. 9. T. 2 N.. R. 3 B.; secs. 2, 3. 4. 5. 6. 

7. 8. 9. 16. 17. 18. 19. 20, 21. 28. 29. 30. 31. 32. 

33. T. 3 N.. R. 3 E.; secs. 15, 16, 17, 18. 19. 20. 
2!. 22. 23. 26. 27. 28. 29. 30. 31. 32. 33. 34. and 
35. T. 4 If.. R. 3 E. 

Wayne County. The entire county. 

WelU County . The entire county. 

White County. The entire county. 

Whitley County . The entire county. 

(2) Suppressive area. None, 


Kxwtockt 

(1) Generally infested area. 

Bath County. Th^ entire county. 

Bell County. The entire county. 

Boone County. The entire county. 

Bourbon County. That portion of the 
county lying east of US Highway 68. ex¬ 
cluding the city limits of Paris and Mlllers- 
burg. 

Boyd County. The entire county. 

Bracken County . The entire county. 

Breathitt County. The entire county. 

Campbell County. The entire eounty. 

Carroll County. The entire county. 

Carter County. The entire county. 

Casey County. The entire county. 

Clark County. The entire county. 

Clay County. Tho entire county. 

Daviess County. That portion of the county 
bounded by a line beginning at the Junction 
of the L. & N. Railroad and Uie sewage treat¬ 
ment plant; thence east to the Ohio River; 
thence along the south bank of the Ohio 
River to the northeast boundary of the 
Elmer Smith powerplant; thence south and 
east along said boundary to the Junction of 
VB. Highway 60; thence south along US. 
Highway 60 to the Junction of the L. 8c N. 
Railroad spur, thence south along the L. 8c 
N. Railroad spur to the L. 8c N. Railroad main 
line; thence west and north along the L. 8c 
N. Railroad main line to the point of be¬ 
ginning. 

Edmondson County. That portion of the 
county within the bounds of the Mammoth 
Cave National Park. 

Elliott County. The entire county. 

Estill County The entire county. 

Payette County. The entire county. 

Fleming County. The entire county. 

Floyd County. The entire county. 

Gallatin County. The entire county. 

Garrard County. The entire county. 

Grant County. The entire county. 

Greenup County. The entire county. 

Hardin County. That portion of the county 
bounded by a line beginning at a point 
where the Hard in-Meade County line meets 
the Ohio River: thence east along the Ohio 
River to the Salt Rtver; thence upstream 
along the 8alt River to US Highway 31W; 
thence southwest along US. Highway 31W to 
the Hardin-Meade County line: thence north 
along the Hard In-Meade County line to the 
point of beginning. 

Harlan County. The entire county. 

Jackson County. The entire county. 

Jefferson County. The ontlre county. 

Jessamine County. The entire county. 

Johnson County. The entire county. 

Kenton County. The entire county. 

Knot* County The entire county. , 

Knox County. The entire county. 

Laurel County . The entire county. 

Lawrence County. The entire county. 

Lee County. The entire county. 

Leslie County. The entire county. 

Letcher County. The entire county. 

Lewis County. The entire county. 

Lincoln County. The entire county. 

Madison County. The entire county. 

Magoffin County. The entire county. 

Martin County. The entire county. 

Mason County. The entire county. 

McCreary County. The entire county. 

Menifee County. The entire county. 

Montgomery County. The entire county. 

Morgan County. The entire county. 

Nicholas County. That portion of the 
county lying east of US. Highway 68. 

Oldham County. The entire county. 

Owsley County. The entire county. 

Perry Cgunty. The entire county. 

Pike County. The entire oounty. 

Powell County . The entire county. 

Pulaski County. The entire county. 

Robertson County. The entire county. 


Rockcastle County. The entire county. 
Rowan County. The entire county. 

Trimble County. The entire county. 

Wayne County The entire county. 

Whitley County. The entire county. 

Wolfe County. The entire county. 

Woodford County. The entire county, 

(2) Suppressive area. None. 

Mains 

(1) Generally infested area. 

Androscoggin County. The entire county. 
Cumberland County The entire county. 
Kennebec County. The entire county. 
Lincoln County. The entire county. 

Oxford County. The entire county. 
Sagadahoc County’. The entire oounty. 
York County. The entire county. 

(2) Suppressive area. None. 

Mas rut nx) 

(1) Generally Infested area. The entire 
State. 

(2) Suppressive area. None. 

Massachusetts 

(1) Generally infested area. The entire 
8tatc. 

(2) Suppressive area. None. 

Miciuoan 

(X) Generally infested area. 

Barry County. Secs. 18. 19. 27. 28. 29. 30. 31. 

32. 33. 34, T. 1 N, E 7 W.; and secs. 23. 24. 

25. 26. 27. 28. 33. 34. 35. and 36, T. I N.. R. 

8 W , 

Berrien County. Secs, l. 2. 3, 7, 8, 9. 10, ll. 

12. Z3. 14. 15. 16. 17. 18. 20. 21. 22. 23. and 
24. T. 8 S„ R. 17 W; and secs. 10. 11, 12. 13. 

14. 15. 16. 17. 18. 19. 20. 21. 22, 23. and 24. T 
8 S . R. 18 W.; and sec*. 13. 14. 15. 22. 23. and 
24. T. 8 8.. R. 19 W. 

Calhoun County. T. 1 8 , B. 7 W.; T. 2 S. 
R. 7 W.; T. 1 8 . R 8 W.; T. 2 S.. R. 8 W ; 
secs. 19. 30. 31. 32. 33. 34. and 35. T. 1 8.. R. 
6 W 4 secs. 2. 3. 4. 5. 6, 7, 8. 9. 10. 16. 17. 18. 

19. 20. 21, 28. 29. 30. 31. 32, and 33. T. 2 S., 
R. 6 W.; secs. 6 and 7. T. 3 S.. R. 6 W.; all of 
T. 3 S., R. 7 W except sec. 36; secs. 3, 4. 5. 

6. 7. 8, 9. 10, 17. and 18. T. 4 8.. R 7 W . 
all of T. 3 8.. R 8 W. except secs. 30 and 31; 
and secs. I and 12. T. 4 8.. R 8 W. 

Cass County. Secs. 5. 6, 7. 8, 17, 18. 19. and 

20. T. 7 S.. R. 13 W: secs. I. 2. 3. 4. 5. 6. 7. 

8. 9. 10. 11. 12. 13, 14. 15. 16. 17. 18. 19. 20. 

21. 22. 23. and 24, T. 8 S.. R. 14 W.: secs. 1. 2. 
3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 13. 14. 15. 16. 17, 
18. 19, 20. 21. 22. 23. and 24. T. 8 8.. R. 15 W ; 
secs. 19. 20. 21. 22. 27, 28. 29. 30. 31. 32. 33. 
and 34. T. 7 S„ R 16 W.; secs. 1. 2. 3. 4. 5. 6. 

7. 8. 9, 10. 11. 12. 13. 14. 15. 16. 17. 18. 19. 20, 
21, 22. 23, and 24. T. 8 S,. R. 16 W 

Kalamazoo County. Secs. 1. 2, 3. 4. 9. 10, 
11, 12. 13, 14. 15. 16. 17. 20. 21, 22. 23. 24. 25. 

26. 27. 28. 29. 31. 32, 33. 34. 35. and 36. T. 1 
8 . R. 0 W\; secs. 1. 2. 3. 4. 5. 6. 8. 9. 10. 11. 12. 

13. 14. 15. 16. 17. 20. 21. 22. 23. 24 . 25. 26, 27. 
28, 29. 32. 33. 34, 35. and 36. T. 2 8.. R. 9 W ; 
secs. 1. 2. 3. 11. 12. 13. 14. 23. and 24. T. 3 
3., R 9 W.: sec. 36. T. 1 3.. R. 10 W.; and sec. 
l.T. 2S..R 10 W 

Lenawee County. T. 9 8 . R 4 E.; T. 8 8.. 
R 5 E.: T. 9 8.. R. 5 B.: secs. 34 . 25. 35. and 
36. T. 7 8 . R. 4 K.; E2/3 and nee*. 17. 20. 29. 
and 32 of T. 8 8.. R. 4 E.; and 81/2 of T. 7 S,. 
R5E. 

Macomb County. Sees 3, 4. 5. 6, 7. 8. 9, 10. 

15. 16. and 17. T. 1 N„ R 12 B.; Wl/2. Bee. 3. 
and that portion of sec. 10 lying north of 
State Highway M-63. T. 2 N. R. 12 K.; and 
secs, 27. 28, 29. 30. 31. 32. 33, and 34. T. 3 N . 
R. 12 E. 

AfOTiroe Cotmfy. Tps 8 and 9 8-. Rs 6. 7. 
and 8 B.. 81/2 of T. 7 8.. Rs. 6 and 7 B,. and 
81/4 and secs. 22 and 27 and that portion 
lying east of US. Highway 24 and south of 
Woodchuck Creek. T. 7 8..R 8 B.: and that 
portion lying east of VB. Highway 24 and 
south of Woodchuck Creek, T. 7 B, R. 9 B. 
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Oakland County. Secs ), 2. 11, 13, and 13, 
T. 3 N.. R. 11 E.; and sec*. 25, 26. 35, 36. T. 
3 N R 11 E 

Washtenaw County. Sees. 1, 2. 11. 12, 13, 
and that portion of 14 north of Interstate 
94, T. 3 8., R. 7 E 

Wayne County. Sees 4. 3. 6 . 7, 8. 0. 16. 17, 
28. 19. 20. and 21. T. 3 8.. R.8E, 

(2) Suppressive area. 

Allegan County. All that area lying within 
the city limits ol the City of Allegan. 

Berrien County. That portion of the CiUes 
Of Benton Harbor and St. Joseph west of 
State Highway M-139. 

Washtenaw County. That portion of the 
City of Yp6llantl and vicinity bounded by a 
line beginning at a point where Clark Road 
Intersects Prospect Street; thence east along 
Clark Road to 1U intersection with Harris 
Road; thence south along Harris Road to its 
Intersection with Interstate 94; thence west 
along Interstate 94 to its Intersection with 
Prospect Street: thence north along Prospect 
Street to the point of beginning. 

Missouri 

(11 Generally infested area. None. 

(2) Suppress!re area. 

City of St. Louis. That part of the city 
bounded by a line beginning at a point where 
the Mississippi River intersects an imaginary 
line extended from Humboldt Avenue; thence 
southwesterly along said imaginary line and 
Humboldt Avenue to a second projected 
imaginary line extending southwesterly from 
Humboldt Avenue across Bellefontaine Ceme¬ 
tery to a point where the second Imaginary 
line Intersects West Florissant Avenue and 
Kingshlghway Memorial Boulevard; thence 
aoutherly along said boulevard to its inter¬ 
section with 8haw Boulevard; thence easter¬ 
ly along Shaw Boulevard to Its intersection 
with Orand Boulevard; thence southerly 
along Orand Boulevard to lts Intersection 
with Russell Boulevard: thence easterly along 
Russell Boulevard to Us Intersection with 
Russell Avenue; thence easterly along said 
avenue and a projected Imaginary line to a 
point where the imaginary line intersects 
the Mississippi River; thence northerly along 
said river to point of beginning. 

That part of the City bounded by a line 
beginning at a point where Utah Street in¬ 
tersects Ouatlne Street; thence southerly 
along Guttlne Street to its Intersection with 
Taft Street; thence westerly along Taft Street 
to its intersection with Gravois Avenue; 
thence southerly along Gravois Avenue to 
Its Intersection wrlth Neosho Street; thence 
westerly along Neo&ho Street to Its Intersec¬ 
tion with Ridgewood Avenue; thence north¬ 
erly along Ridgewood Avenue to Its Intersec¬ 
tion with Chippewa Street; thence west on 
Chippewa Street to its Intersection with 
KingHhlghway Memorial Boulevard: thence 
northerly along Bald boulevard to the Inter¬ 
section with Pyler Street; thence east along 
Fyler Street to Its Intersection with Morgan - 
ford Road; thence north on Morganford Road 
to Its Intersection with Utah Street; thence 
east on Utah Street to the point of beginning. 

That part of the city bounded by a line 
beginning at a point where the city limits 
Intersect Southwest Avenue; thence easterly 
along Southwest Avenue to Its Intersection 
with Watson Road: thence southwesterly 
along Watson Road to Its Intersection with 
Pernod Avenue; thence westerly along Pernod 
Avenue and a projected Imaginary line to a 
point where the imaginary line interaecls 
the city limits; thence northerly along said 
city limits to point of beginning. 

St. Louis County. That part of the county 
bounded by a line beginning at a point where 
the county line—St. Louis city limits Inter¬ 
sect Southwest Avenue; thence westerly 
along Southwest Avenue to Its intersection 
with Manchester Avenue; thence west along 


Manchester Avenue to it* Intersection with 
Laclede Station Road; thence south along 
Laclede Station Road to Deer Creek; thence 
easterly along Deer Creek to its Intersection 
with the county line—6t. Louis city limits 
thence northerly along said county line— 
city limits to point of beginning. 

That part of tho county bounded by a line 
beginning at a point where the Chicago. 
Rock Island and Pacific Railroad intersects 
UR. Routes 40 and 61; thence northeasterly 
along the said railroad to Its Intersection 
with City Road: thence southeasterly along 
City Road to its Intersection with Olive 
Boulevard; thence southwesterly along OUve 
Boulevard to its Intersection with White 
Road; thence southeasterly along White Road 
to Its Intersection with Conway Road; thence 
westerly along Conway Road to Us intersec¬ 
tion with UR. Routes 40 and 61; thence 
northwesterly along UR. Routes 40 and 61 
to point of beginning. 

Nsw Ha virs hike 

(1) Generally infested area. Tbs entire 
State. 

(2) Suppressive area. None. 

New Jbxsky 

<1) Generally infested area The entire 
State. 

(2) Suppressive area. None. 

Nxw York 

(1) Generally tnfested area. The entire 
State. 

<2) Suppressive area. None. 

Norm Casouna 

(1) Generally infected area The entire 
State. 

(2 1 Suppressive area. None. 

Ohio 

(1 )Generally infested area. 

Adams County. The entire county. 

Allen County. The entire county. 

Ashland County. The entire county. 

Ashtabula County. The entire county. 

Athens County. The entire county. 

Auglaize County. The entire county. 

Belmont County. The entire county. 

Brown County. The entire county. 

Butler County. The entire county. 

Carroll County. The entire county. 

Champaign County. The entire county. 

Clark County. The entire county. 

Clermont County. The entire county. 

Clinton County. The entire county. 

Columbiana County. The entire oounty. 

Coshocton County. The entire oounty. 

Crawford County. The entire county. 

Cuyahoga County. Tho entire county. 

Defiance County. The entire county 

Delaware County. The entire county. 

Erie County. The entire county. 

Fairfield County. The entire county. • 

Fayette County. The entire county. 

Franklin County. The entire county 

Fulton County. The entire county. 

Gallia County. The entire county. 

Geauga County. The entire county. 

Greene County. The entire county. 

Guernsey County. The entire county. 

Hamilton County, The entire county. 

Hancock County. The entire county. 

Hardin County . The entire county. 

Harrison County. The entire county. 

Henry County. The entire county. 

Highland County. The entire county. 

Hocking County. The entire county 

Holmes County. The entire county. 

Huron County. The entire county. 

Jackson County . The entire county. 

Jefferson County. The entire county. 

Knox County. The entire county. 

Lake County. The entire county. 

Lawrence County. The entire county. 

Licking County. The entire county. 


Logan County. The entire county, 

Lorain County. The entire county. 

Lucas County. The entire county. 

MadLton County , The entire county. 

Mahoning County. The entire county. 

Marion County . The entire county. 

Medina County. The entire county. 

Meigs County. The entire county. 

Miami County. The entire county. 

Monroe County. The entire county. 

Montgomery County. The townships of 
Butler. Harrison, Mad River, Miami. Wash¬ 
ington. and Wayne and the Cities of Dayton. 
Kettering. Oakwood. and Vandal la. 

Morgan County. The entire county. 

Morrow County. The entire oounty. 

Muskingum County. The entire county. 

Noble County. The entire county. 

Ottawa County. The entire county. 

Ferry County. The entire county. 

Ftcaway County. The entire county. 

Pike County. The entire county. 

Portage County. The entire county. 

Preble County. The townships of Jackson 
and Jefferson. 

Putnam County. The entire county. 

Richland County. The entire county. 

Ross County. The entire county. 

Sandusky County. The entire county. 

Seneca County. The entire county. 

Scioto County. The entire county. 

Shelby County. The entire county. 

Stark County . The entire county. 

Summit County. The entire oounty. 

Trumbull County. The entire county. 

Tuscarawas County. The entire county. 

Union County. The entire county. 

Van Wert County. The entire county. 

Vinton County. The entire county. 

Warren County. The entire county. 

Washington County. The entire county. 

Wayne County. The entire county. 

Williams County. The entire county. 

Wood County. Tho entire county. 

Wyandot County. The entire oounty. 

(2) Suppressive area. None. 

Pennsylvania 

(1) Generally infested area. The entire 
State. 

(2) Suppressive area. None. 

Rixodk Iseano 

(1) Generally infested area. The entire 
State. 

(2) Suppressive area. None. 

South Carolina 

(1) Generally infested area. 

Aiken County. The entire couuty. 

Anderson County. That portion of the 
county lying north of Interstate Highway 
85. 

Calhoun County. That portion of the 
county lying north and west of UR. Highway 
001 . 

Cherokee County. The entire oounty. 

Chester County. That portion of the 
county bounded by a line beginning at a 
point where the Broad River Junctions with 
the Chester-York County line; thence ex¬ 
tending east along said county line to Its 
intersection with UR. Highway 321; thence 
south along said highway to Its Junction 
with State Primary Highway 9; thence In a 
northwesterly direction along said highway 
to its intersection with Broad River; thence 
In a northerly direction along said river to 
the point of beginning, excluding the area 
within the corporate limits of the town of 
Lowrys. 

Chesterfield County. That portion of 
Chesterfield County bounded by a line be¬ 
ginning at a point where Thompson Creek 
Junctions with the Great Pee Dee River; 
thence In a southerly direction along said 
river to Its Junction with the Chesterfield- 
Darlington County line; thence in a south¬ 
westerly direction along said county line to 
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it* intersection with 8Ut* Secondary High¬ 
way 80; thence in a northwesterly direction 
along said highway to Its Junction with UJ3. 
Highway 1: thence northeast along said 
highway to Its intersection with Thompson 
Crook; thence In an easterly direction along 
said creek to the point of beginning, ex¬ 
cluding the area within the corporate limits 
of the town of Patrick. 

Darlington County. That portion of 
Darlington County bounded by a line begin¬ 
ning at a point whore the Great Pee Dee 
River Junctions with the Chesterfield- 
Darlington County line; thence extending in 
a southeasterly direction along said river to 
Its Intersection with State Primary Highway 
34; thence In a southwesterly direction along 
said highway to its Intersection with State 
Secondary Highway 228; thence northwest 
along said highway to Its Junction with 
State Secondary Highway 133; thence in a 
northeasterly direction along said highway 
to It* Junction with State Secondary High¬ 
way 717; thence In a northwesterly direc¬ 
tion along said highway to Its junction with 
State Secondary Highway 411; thence south¬ 
west along said highway to Its Intersection 
with Horae Creek; thence northwest along 
said creek to Its intersection with US. High¬ 
way 52; thence in a northerly direction along 
said highway to Its Junction with State 
Secondary Highway 327; thence In a north¬ 
westerly direction along said highway to its 
intersection with the Darlington-Chester- 
Held County line; thence In a northeasterly 
direction along said county line to the point 
of beginning. 

DUUon County. The entire county. 

Fairfield County. That porUon of the 
county bounded by a line beginning at a 
point where U.8 Highway 321 intersects the 
Fairfield-Chester County line; thence extend¬ 
ing south along said highway to its Junction 
with State Primary Highway 34; thence south 
and cast along said highway to Its inter¬ 
section with UJ3. Highway 21; thence south 
along said highway to its intersection with 
the Fairfield-Richland County line; thence 
west and south along said county line to 
Its Junction with the Broad River; thence 
northwest and north along said river to Its 
Junction with the Fairfield -Cheater County 
line; thence cast along said county line to 
the point of beginning. 

Florence County. The entire county. 

Greenville County. The entire county. 

Horry County. That portion of the county 
bounded by a tine beginning at a point where 
State Secondary Highway 33 intersects the 
South Carolina-North Carolina State line; 
thence southeast along said line to its Inter¬ 
section with a dirt road, said dirt road being 
08 mile northwest of the Intersection of 
State Secondary Highway 144 with the South 
Carolina-North Carolina State line; thence 
west for 0.7 mile along said dirt road to Its 
Junction with a second dirt road: thence 
northwest along said dirt road to Its Junc¬ 
tion with State Secondary Highway 746; 
thence west along said highway to its Junc¬ 
tion with State Secondary Highway 664; 
thence In a westerly direction along said 
highway to its Junction with State Primary 
Highway 0; thence northwest along said 
highway to its Junction with State Secondary 
Highway 348; thence smith along said high¬ 
way to Us junction with State Secondary 
Highway 112; thence northwest along said 
highway to 1U Junction with State Secondary 
Highway 18: thence northwest along said 
highway to lta intersection with State Pri¬ 
mary Highway 410; thence northeast along 
said highway to Its Junction with State Sec¬ 
ondary Highway 33; thence north along said 
highway to the point of beginning. 
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Lancaster County. That area bounded by 
a line beginning at a point where State Pri¬ 
mary Highway 9 (Business) Junctions with 
U.8. Highway 531 (Business) and State Pri¬ 
mary Highway 200, said Junction being ap¬ 
proximately i mile southeast of the Inter¬ 
section of State Primary Highway 0 (Bypass) 
and U.8. Highway 521; thence extending 
south and southwest along State Primary 
Highway 200 to tu junction with State Pri¬ 
mary Highway 914 and State Secondary 
Highway 25; thence northwest along State 
Primary Highway 914 to Its Junction with 
State Primary Highway 9 (Business); thence 
northeast along said highway to the point of 
beginning. 

Lexington County. The enttre county, 

Marion County. The entire oounty. 

Marlboro County. The entire county. 

McCormick County. The entire county. 

Newberry County. That portion of the 
county lying north of Interstate Highway 
26. 

Oconee County. The entire county. 

Pickens County. The entire county. 

Richland County. The entire oounty. 

Spartanburg County. The entire county. 

Union County. The entire county. 

York County . The entire county. 

(2) Suppressive area. None. 

Tib— i 

(1) Generally infested area. 

Blount County. That portion of the coun¬ 
ty lying southeast of the Fotthlils Parkway 
Highway. 

Campbell County. The entire county ex¬ 
cept the City of La Pollette and that porUon 
of the county bounded on the north by Ten¬ 
nessee Highway 63 and on the west by Big 
Creek. 

Carter County. The entire county. 

Clait>ome County. That portion of the 
county lying east of the Southern Railway 
and north of the Powell River. 

Cocke County. The enttre county. 

Greene County. That portion of the county 
bounded by a line beginning at a point 
where State Highway 70 Intersects the 
Orcene-Hawklns County line: thence south¬ 
erly along said highway to Us Intersection 
with State Highway 34; thence easterly along 
Stato Highway 34 to Its Intersection with 
State Highway 107; thence easterly along 
State Highway 107 to lta intersection with 
the Greene County line; thence southerly, 
northwesterly, and northeasterly along said 
county line to the point of beginning. 

Hamblen County. That portion of the 
county lying east of Tennessee Highway 66 
and south of U8. Highway 11 East. 

Hancock County. The entire oounty. 

Hawkins County. The entire county. 

Jefferson County. That portion of the 
county lying southeast of a line beginning 
at a point where Tennessee Highway 66 In¬ 
tersects the Hamblen County line; thence 
southwest along said highway to it* Inter¬ 
section with US. Highway 70: thence west 
along said highway to its intersection with 
Tennessee Highway 92; thence southeast 
along said highway to Douglas Lake; thence 
southwest along said lake to Its intersec¬ 
tion with the 8evier County line. 

Johnson County. The entire oounty. 

Knox County. All of the corporate city 
limits of Knoxville and that portion of the 
county bounded on the north by Federal Aid 
Secondary Road 2412 and on the south by 
VS. Highway 11 E. 

Loudon County. The entire county. 

Me Minn County. That portion of the 
county lying east of US. 411 and Including 
all of the Etowah city limits. 
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Monroe County. The entire county. 

Morgan County. That portion of the county 
bounded by a Une beginning at a point where 
the Emory River intersects the Morgan - 
Roano Oounty line; thence north along sakl 
river to the While Oak Creek; thence north¬ 
west along said creek where It terminates; 
thence diagonally across the Federal Aid Sec¬ 
ondary Road 2590 to the first northbound 
gravel road; thence north along said road to 
where It Junctures with the boundary of the 
Catoosa Wild Life Management Area; thence 
cast along boundary of said Catoosa Wild Life 
Management Area to the point where It meets 
the Emory River at the point of the juncture 
of the Crooked Fork Creek: thence north 
along said creek to the point where It Inter¬ 
sects U.8. Highway 27; thence south along 
said highway to the Morgan-Roane County 
line; thence west along said county line to 
the point of beginning. 

Polk County . The entire county. 

Roane County. The entire county. 

Seller County. The entire county except 
that portion lying north of the French Broad 
River 

Sullivan County. The entire county. 

Unit'd County. The entire county. 

Washington County. The entire county. 

Weakley County. All of the area within the 
Incorporated boundary of the City of Green¬ 
field. 

(2) Suppressive area. None. 

Vebmowt 

(1) Generally infested area. The entire 
SUte. 

(2) Suppressive area. None. 

Vzbgtmia 

(1) Generally infested area. Tho entire 
SUte. 

(2) Suppressive area. None. 

Wear Virginia 

(1) Generally infested area. The entire 
SUte. 

(2) Suppressive area. Nona. 

(Sees. 8 and 9, 37 SUt. 318. as amended, sec. 
106. 71 8tat. 33; 7 U.8.C. 161, 162. 150ee; 37 
PR 28464. 28477; 38 FR 19140; 7 CFR 301 48 2. 
as amended.) 

The Deputy Administrator of the 
Plant Protection and Quarantine Pro¬ 
grams has determined that the Japa¬ 
nese Beetle has been found or there Is 
reason to believe it is present in the civil 
division and parts of civil divisions 
listed as regulated areas or that it is 
necessary to regulate such areas because 
of their proximity to Japanese beetle in¬ 
festation or their inseparability for 
quarantine enforcement purposes from 
Japanese beetle infested localities. Fur¬ 
ther. he has also determined that the 
areas designated as suppressive and gen¬ 
erally infested areas arc eligible for 
such designation under 1301.48-1, as 
amended. 

The Deputy Administrator has also 
determined that each of the quarantined 
States, wherein only portions of the 
State are designated as regulated areas, 
has adopted and is enforcing a quaran¬ 
tine or regulation which imposes re¬ 
strictions on the intrastate movement 
of the regulated articles which are sub¬ 
stantially the same as those which are 
imposed with respect to the interstate 
movement of such articles under the 
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quarantine and regulations in tills sub- 
part. and that the designation of less 
than the entire State as a regulated area 
will otherwise be adequate to prevent the 
Interstate spread of the Japanese 
beetle. Therefore, such civil divisions and 
parts of civil divisions listed above are 
designated as Japanese beetle regulated 
areas. 

To the extent that these amendments 
relieve certain restrictions heretofore 
imposed, they should be made effective 
promptly in order to be of maximum 
benefit to the persons subject to the re¬ 
strictions that arc being relieved. To the 
extent that these amendments impose 
restrictions they arc necessary in order 
to prevent the spread of the Japanese 
beetle and should be made effective 
promptly to accomplish their purpose in 
the public interest. Also, it does not ap¬ 
pear that additional information would 
be made available to the Department by 
public participation in rulemaking pro¬ 
ceedings on the amendment. Accord¬ 
ingly, it is found, under the administra¬ 
tive procedure provisions of 5 U.8.C. 553. 
that notice of rulemaking and other pub¬ 
lic procedure with respect to these 
amendments are impracticable and un¬ 
necessary. and good cause is found for 
making them effective less than 30 days 
after publication in the Federal 
Register. 

Effective date. These amendments 
shall become effective on January 7, 
1975. 

Done at Washington. D.C., this 2nd 
day of January 1975. 

James O. Lee. Jr.. 

Acting Deputy Administrator, 
Plant Protection and Quar¬ 
antine Programs. 

I PR Doc .75-436 Piled l-6-75;8:45 Am) 


CHAPTER IX—AGRICULTURAL MARKET- 
ING SERVICE (MARKETING AGREE¬ 
MENTS AND ORDERS; FRUITS, VEGE¬ 
TABLES. NUTS), DEPARTMENT OF 
AGRICULTURE 

| Navel Orange Reg. 332. Amdt 11 

PART 907—NAVEL ORANGES GROWN IN 
ARIZONA AND DESIGNATED PART OF 
CALIFORNIA 

Limitation of Handling 

This regulation increases the quantity 
of Cal ifomia - Arizona navel oranges that 
may be shipped to fresh market during 
the weekly regulation period December 
27. 1974-January 2, 1975. The quantity 
that may be shipped is increased due to 
improved market conditions for navel 
oranges. The regulation and this amend¬ 
ment are issued pursuant to the Agri¬ 
cultural Marketing Agreement Act of 
1937. as amended, and Marketing Order 
No. 907. 

(a) Findings. <1) Pursuant to the mar¬ 
keting agreement, as ame nded , and Order 
No. 907. as amended <7 CFR Part 907). 
regulating the handling of navel oranges 
grown In Arizona and designated part 
of California, effective under the appli¬ 
cable provisions of the Agricultural Mar¬ 
keting Agreement Act of 1937, as 
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amended (7 U.8.C. 601-674*. and upon 
the basis of the recommendations and 
information submitted by the Navel 
Orange Administrative Committee, es¬ 
tablished under the said amended mar¬ 
keting agreement and order, and upon 
other available information, it is hereby 
found that the limitation of handling 
of such navel oranges, as hereinafter pro¬ 
vided, will tend to effectuate the declared 
policy of the act. 

(2) The need for an increase in the 
quantity of oranges available for han¬ 
dling during the current week results 
from changes that have taken place in 
the marketing situation since the issu¬ 
ance of Navel Orange Regulation 332 (39 
FR 44737). The marketing picture now 
indicates that there is a greater demand 
for navel oranges than existed when the 
regulation was made effective. Therefore, 
in order to provide an opportunity for 
handlers to handle a sufficient volume of 
navel oranges to fill the current market 
demand thereby making a greater 
quantity of navel oranges available to 
meet such increased demand, the regula¬ 
tion should be amended, as hereinafter 
set forth. 

(3) It is hereby further found that It 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
amendment until 30 days after publica¬ 
tion thereof in the Federal Register (5 
U.8.C. 553 > because the time intervening 
between the date when information upon 
which this amendment is based became 
available and the time when this amend¬ 
ment must become effective in order to 
effectuate the declared policy of the act 
is insufficient, and this amendment re¬ 
lieves restriction on the handling of navel 
oranges grown in Arizona and designated 
port of California. 

(b> Order, as amended. The provisions 
in paragraph (b)(1) (1) and ill!) of 
5 907.632 (Navel Orange Regulation 332) 
(39 FR 44737) are hereby amended to 
read as follows: 

§ 907.632 N«vrl Orange Regulation 332. 


<b) • • • 

( 1 ) • • • 

(It District 1: 790.000 cartons 
• • • • • 
(Hi) District 3: 60,000 cartons. 


(Secs. 1-19. 48 8tut. 31, as amended; 7 U.S.C. 
601-674) 

Dated: December 31, 1974. 

Charles R. Brader, 
Deputy Director, Fruit and 
Vegetable Division, Agricul¬ 
tural Marketing Sendee. 

|PR Doc.75-377 Piled 1-6-75:8:45 am) 


(Lemon Reg. 672, Amdt. 1) 

PART 910—LEMONS GROWN IN 
CALIFORNIA AND ARIZONA 

Limitation of Handling 

This regulation increases the quantity 
of California - Arizona lemons that may 
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be shipped to fresh market during the 
weekly regulation period December 29. 
1974-January 4, 1975. The quantity that 
may be shipped is increased due to im¬ 
proved market conditions for Calif omla- 
Arizona lemons. The regulation and this 
amendment are Issued pursuant to the 
Agricultural Marketing Agreement Act 
of 1937. as amended, and Marketing Or¬ 
der No. 910. 

(a) Findings . (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 910, as amended (7 CFR Part 
910), regulating the handling of lemons 
grown in California and Arizona, effec¬ 
tive under the applicable provisions of 
the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U.8.C. 601- 
674), and upon the basis of the recom¬ 
mendations and information submitted 
by the Lemon Administrative Commit¬ 
tee. established under the said amended 
marketing agreement and order, and 
upon other available information, it is 
hereby found that the limitation of 
handling of such lemons, as hereinafter 
provided, will tend to effectuate the de¬ 
clared policy of the act. 

(2) The need for an increase in the 
quantity of lemons available for handling 
during the current week results from 
changes that hAve taken place in the 
marketing situation since the issuance of 
Lemon Regulation 672 (39 FR 44738). 
The marketing picture now indicates that 
there is a greater demand for lemons 
than existed when the regulation was 
made effective. Therefore, in order to pro¬ 
vide an opportunity for handlers to han¬ 
dle a sufficient volume of lemons to fill 
the current market demand thereby 
making a greater quantity of lemons 
available to meet such increased demand, 
the regulation should be amended, as 
hereinafter set forth. 

(3) It is hereby further found that it is 
impracticable and contrary to the public 
interest to give preliminary notice, en¬ 
gage in public rulemaking procedure, and 
postpone the effective date of this amend¬ 
ment until 30 days after publication here¬ 
of in the Federal Register (5 U.8.C. 553) 
because the time intervening between the 
date when information upon which this 
amendment is based became available 
and the time when this amendment must 
become effective in order to effectuate 
the declared policy of the act is_ insuffi¬ 
cient. and this amendment relieves re¬ 
striction on the handling of lemons grown 
in California and Arizona. 

<b> Order, as amended. Paragraph (b) 
(1) of $ 910.972. (Lemon Regulation 672 
(39 FR 44738) Is hereby amended to read 
as follows: 

§ 910.972 Lemon Regulation 672. 


<b> • • • 

(1) The quantity of lemons grown in 
California and Arizona which may be 
handled during the period December 29. 
1974, through January 4, 1975, is hereby 
fixed at 190.000 cartons. 

• • • • • 

(Secs. 1-19, 48 8tat. 31. m Amended; 7 VS C. 
601-674) 


7, 1975 









Dated: January 2,1975. 

Chabx.es R. Bra Dm, 

Deputy Director, Fruit and Veg¬ 
etable Division, Agricultural 
Marketing Service . 

| FK Doc.75-376 PUcd 1-6-75,8:45 smj 


CHARTER XVIII—FARMERS HOME AD¬ 
MINISTRATION, DEPARTMENT OF 

AGRICULTURE 

SUBCHAPTER B— LOANS AND GRANTS 

PRIMARILY FOR REAL ESTATE PURPOSES 

(FrnHA Instruction 444.3) 

PART 1822—RURAL HOUSING LOANS 
AND GRANTS 

Rural Housing Loan Policies, Procedures, 
and Authorizations 

Subpart B of Part 1822 of Title 7. Code 
of Federal Regulations (38 FR 12901; 38 
FR 30998) is revised to further Improve 
the operation and administration of the 
section 504 Rural Housing Loan Pro¬ 
gram. This revision makes the following 
changes and additions. 

1. Section 1822.23 is changed to in¬ 
crease maximum loan amount from 
$3,500 to $5,000. 

2. Section 1822.25(e) is changed to 
provide that If funds are included in the 
loan for a water or waste disposal sys¬ 
tem. the system must meet local health 
department requirements. 

3. Section 1822.29 is changed to au¬ 
thorize loans to be amortized over a pe¬ 
riod of not more than 20 years Instead 
of the present 10 years, in accordance 
with the Housing and Community Devel¬ 
opment Act of 1974. 

4. Section 1822.30 is changed to per¬ 
mit loans of less than $2,500. instead of 
the present $1,500, to be evidenced by a 
Promissory Note only, in accordance with 
the Housing and Community Develop¬ 
ment Act of 1974. 

It is the policy of this Department that 
rules relating to public property, loans, 
grants, benefits, or contracts shall be 
published for comment notwithstanding 
the exemption in 5 U.8.C. 553(a)(2) 
with respect to such rules. See the Sec¬ 
retary of Agriculture's statement setting 
forth the policy on public participation 
in rulemaking 36 FR 13804, dated July 
24, 1971. These regulations, however, are 
not published for proposed rulemaking 
because one change merely clarifies ex¬ 
isting regulations and the others imple¬ 
ment provisions of the Housing and Com¬ 
munity Development Act of 1974 and for 
that reason publication for comment is 
unnecessary . Furthermore, the changes 
will enable Farmers Home Administra¬ 
tion to expedite needed benefits of the 
Act to the public and to delay Issuance of 
such regulations by publishing for public 
comment would be contrary to the pub¬ 
lic interest. Interested persons may sub¬ 
mit written comments, suggestions, data 
or arguments to the Office of the Deputy 
Administrator Comptroller, Fanners 
Home Administration, United States De¬ 
partment of Agriculture. Room 5007, 
South Building, Washington, D.C. 20250. 
on or before February 6, 1975. Material 
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thus submitted will be evaluated and 
acted upon in the same manner as if this 
document were a proposal. However, this 
Subpart B of Part 1822 shall remain ef¬ 
fective until it is amended in order to 
permit the public business to proceed 
expeditiously. 

Subpart B. as revised, reads as follows: 

Subpart B—Section 504 Rural Houiint Loan 
PoUciee. Procedure*, end Authorization* 

8oe 

1822 21 General. 

1822 22 Objective*. 

1822 23 Amount of section 504 loan. 

1822 24 Eligibility requirement*. 

1822.25 Loon purposes. 

1822.26 Evaluating application and deter¬ 

mining need for section 504 loans. 

1822.27 Limitations. 

1822.28 Evidence of ownership. 

1822.29 Terms and rates. 

1822.30 Security. 

1822.31 Approval of loan. 

1822.32 Supervised bank accounts. 

Authority: 42 U.S.C. 1480: delegation of 
authority by the Secretary of Agriculture. 
7 CFR 2.23; delegation of authority by the 
Assistant Secretary for Rural Development, 
7 CFR 2.70. 

Subpart B—Section 504 Rural Housing 
Loan Policies, Procedures, and Author¬ 
izations 

g 1822.21 General* 

This subpart sets forth the policies 
and procedures and delegates au¬ 
thority for making initial and subsequent 
Rural Housing (RH) loans under section 
504(a) of the Housing Act of 1949 (sec¬ 
tion 504 loans). A section 504 loan will be 
made in accordance with the provisions 
of Subpart A of this part, as supple¬ 
mented and modified by this regulation. 

g 1822.22 Objective** 

The basic objectives of the Farmers 
Home Administration (FmHA) In mak¬ 
ing section 504 loans is to assist owner- 
occupants In rural areas who do not 
qualify for section 502 loans to repair 
or Improve their dwellings in order to 
make such dwellings safe and sanitary 
and to remove hazards to the health of 
the occupants, their families, or the 
community. 

g 1822.23 Amount of ucction 5Q I loan. 

No Initial or subsequent section 504 
loan may be made which will cause the 
total amount of section 504 loan or grant 
assistance extended to an applicant to 
exceed $5,000. Transferees assuming a 
section 504 loan are limited to subse¬ 
quent loans in an amount not to exceed 
the difference between the unpaid 
principal balance of the debt assumed 
and $5,000. Information will be compiled 
and retained indefinitely for ail bor¬ 
rowers who have received section 504 
financial assistance. 

g 1822.21 Eligibility requirement* 

To be eligible for a section 504 loan, an 
applicant must own and occupy a dwell¬ 
ing located in a rural area and meet the 
other eligibility requirements of Subpart 
A of this part, except that he must: 

(a) Be without sufficient Income to 
qualify for a section 502 loan and have 
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no reasonable prospect of improving his 
income to the extent that & section 502 
loan to improve his housing could be re¬ 
paid. 

(b) Have sufficient income, Including 
any welfare-type payments, to repay the 
section 504 loan and have a good reputa¬ 
tion for paying his debts promptly, ex¬ 
cept that if his income is not sufficient to 
pay the loan, he may qualify for the loon 
by obtaining a cosigner or cosigners in 
accordance with 1822.4(d) and 1822.- 
12(d). 

(c) Need to make minor repairs and 
improvements to the dwelling which he 
owns and occupies in order to make it 
safe and sanitary and to remove hazards 
to the health of the applicant, his fam¬ 
ily, or the community. 

§ 1822.25 I Ann purpose*. 

Section 504 loan funds may be used for 
paying the cost of minor repairs and im¬ 
provements such as: 

(a) Repairing roofs. 

(b> Supplying screens. 

(c) Repairing or providing structural 
supports. 

(d> Adding a room to an existing 
dwelling in special cases when clearly 
necessary to remove hazards to the 
health of the family. 

(e) Providing a sanitary water and 
waste disposal system. If funds are in¬ 
cluded in the loan for a water or waste 
disposal system, the system must meet 
local health department requirements. 

(f) Providing other simlar repairs 
or improvements. 

(g) Paying fees and expenses in ac¬ 
cordance with $ 1822.6(a) (14). 

§ 1822.26 Evaluating application and 
determining need for *eetion 504 
loan*. 

(a) Before a loan may be made, the 
County Supervisor must document the 
evidence that the applicant meets all 
requirements of eligibility to receive such 
loan. 

(b> The County Supervisor will visit 
the home of each applicant who appears 
to be eligible to determine whether the 
applicant can meet the requirements of 
5 1822.24(c). During the visit, informa¬ 
tion wiU be recorded In the loan docket 
on the following items and any additional 
pertinent facts: 

(1) The nature of the health or safety 
hazard and how the proposed loan will 
remove such hazard. 

(2) The specific repairs to be made and 
a list of materials and labor to be pro¬ 
vided with the proposed loan. 

<c> Itemized cost estimates will be ob¬ 
tained for all work to be performed. If in 
the Judgment of the County Supervisor 
the cost estimate is not reasonable, addi¬ 
tional cost estimates will be obtained. 

<d> Information about cosigners wL-l 
be obtained in accordance with f 1822.12 

(d). 

§ 1822.27 I.initial ions. 

A section 504 loan may not be made to: 

<a> Assist in the construction of new 
dwellings. 

(b) Improve the appearance of a dwell¬ 
ing or make facilities in tile dwelling 
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more convenient unless such changes are 
directly associated with removing 
hazards to health or safety. 

<c) Make repairs to a dwelling of such 
poor condition and quality that when the 
repairs are completed, it would likely 
continue to be a substantial hazard to 
the health and safety of the family. 

§ 1822.28 FvWrnrr of ownmliip. 

Each applicant will be required to sub¬ 
mit evidence of ownership of his farm 
or nonfarm tract. This may be the origi¬ 
nal or a certified or photostatic copy of 
his deed, purchase contract, or other in¬ 
strument evidencing ownership. When 
the County Supervisor is uncertain as to 
whether the applicant is a qualified 
owner, the County Stmervisor will take 
such actions as he considers necessary, 
such as requiring the applicant to fur¬ 
nish additional information or obtaining 
the advice of the Office of the General 
Counsel regarding the evidence of owner¬ 
ship submitted, and any further informa¬ 
tion or action that may be needed. Proof 
of ownership need not be as much as that 
required by Part 1807 of this Chapter. It 
may consist of evidence which, con¬ 
sidered as a whole, would be sufficient to 
convince a reasonably well Informed and 
prudent person that the applicant is 
probably the owner. It may include for 
example, such evidence as the levy and 
payment in the applicant's name of taxes 
on the real estate and affidavits by others 
In the community to the effect that the 
applicant has occupied the property as 
the apparent owner for a given length of 
time and Is believed and generally re¬ 
puted to be the owner 

§1822.29 T«*rnw nod r#l«. 

A section 504 loan will be scheduled for 
repayment in accordance with the ap¬ 
plicant's ability to pay. Loans of not more 
than $1,500 may be amortized over a pe¬ 
riod not to exceed 10 years. Loans of 
more than $1,500 but not more than 
$2,500 may be amortized over a period not 
to exceed 15 years, and loans of more 
than $2,500 may be amortized over a pe¬ 
riod not to exceed 20 years from the date 
of the note. The interest rate for sec¬ 
tion 504 loans is 1 percent per annum. 

§ 1822.20 Security. 

Section 504 loans of $2,500 or more will 
be secured by a mortgage on the bor¬ 
rower’s real estate. Real estate security 
will also be taken for loans of less than 
$2,500 whenever the loan approval official 
determines that such security may be 
needed to reasonably assure repayment of 
the loan. For all section 504 loans, the 
title requirements of Part 1807 of this 
chanter will not apply. However, the 
County Supervisor will use all practical 
means to verify that title and liert infor¬ 
mation furnished by the applicant is 
complete and accurate. 

§ 1822.31 Approval of loan. 

Section 504 loans may be approved in 
accordance with the authorizations of 
Subpart B of Part 1810 of this chapter. 
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§ 1822.32 Supervised bank aerounttu 

A supervised bank account will be used 
for each section 504 loan. 

Effective dale. This revision Is effective 
on January 7, 1875. 

Dated: December 27, 1974. 

Frank B. Elliott, 
Administrator , 

Farmers Home Administration . 

|FR Doc.75-427 Filed l-6-75;8:45 am| 

Title 10—Energy 

CHAPTER I—ATOMIC ENERGY 
COMMISSION 

PART 1—STATEMENT OF ORGANIZATION 
AND GENERAL INFORMATION 

Interim Delegations of Commission Au¬ 
thorities and Designation of Key Personnel 

Notice is hereby given that the Atomic 
Energy Commission (AEC) has ap¬ 
pointed individuals to key positions in an 
acting capacity and has delegated cer¬ 
tain authorities for the interim period 
until formal activation of the Energy 
Research and Development Administra¬ 
tion (ERDA>. or February 8.1975, which¬ 
ever occurs first, so as to provide con¬ 
tinuity in exercise of Commission au¬ 
thority and programs for such interim 
period. 

Accordingly, effective as of dose of 
business December 31, 1974, the follow¬ 
ing new 5 1.127 Is added to Subpart B— 
Headquarters, of Part I, Title 10. Code of 
Federal Regulations: 

§ 1.127 Transitional delegation* of au¬ 
thority. 

(a) Notwithstanding anything to the 
contrary In the foregoing, the following 
delegation of authority is made to the 
General Manager or Acting General 
Manager as the case may be, under the 
circumstances stated: 

(1) In the event that the number of 
members of the Commission becomes and 
remains insuffident to constitute a quo¬ 
rum for the transaction of business: 

(2) AD functions of the Commission 
(other than its licensing and regulatory 
functions) which are not excepted from 
delegation by section 161 n. of the Atomic 
Energy Act of 1954, as amended, are del- 
egated to the General Manager or to such 
officer of the Commission as the Commis¬ 
sion may appoint to serve as Acting Gen¬ 
eral Manager, subject to the following 
provisions: 

<i) Delegations of functions by the 
Commission to other officers of the Com¬ 
mission which are now in effect shall 
remain in effect. 

ill) Any function of the Commission 
which has been reserved to the Commis¬ 
sion by rule or regulation or which has 
not been heretofore delegated to the 
General Manager by actions of the Com¬ 
mission identified in AECM 0115-03 and 
described in AECM 0115-04 shall be 
exercised by the Oeneral Manager or by 
such other officer appointed by the Com¬ 
mission to serve as Acting General Man¬ 


ager after consultation with members of 
the Commission unless they cannot be 
communicated with prior to the time for 
taking the action. 

<b> The following acting appoint¬ 
ments have been made to key adminis¬ 
trative positions: 

(1) R. D. Thorne. Manager, San Fran¬ 
cisco Operations Office, as Acting Gen¬ 
eral Manager; 

(2) Thomas A. Nemzek. Director, Di¬ 
vision of Reactor Research & Develop¬ 
ment, as Acting Assistant Oeneral 
Manager for Energy & Development 
Programs; 

(3) Frank P. Bar&nowskl, Director. 
Division of Production L Materials Man¬ 
agement. as Acting Assistant General 
Manager for Production li Management 
of Nuclear Materials; 

<4> Robert A. Kohler. Executive As¬ 
sistant to the General Manager, as Act¬ 
ing Assistant General Manager for 
Administration; 

(5) M. C. Greer, Assistant Controller 
for Budgets, as Acting Assistant General 
Manager, Controller. 

ic) The foregoing appointments are 
effective as of dose of business Decem¬ 
ber 31, 1974, and shall continue in effect 
until ERDA is formally activated pursu¬ 
ant to the provisions of Pub. L. 93-438. 

Dated at Germantown, Md. this 31st 
day of December. 1974. 

For the Atomic Energy Commission. 

Paul C. Br.Nnca, 
Secretary of the Commission. 

IFR Doc.75—412 Filed 1-8-75;8:45 am) 


Title 13— Business Credit and Assistance 

CHAPTER I—SMALL BUSINESS 
ADMINISTRATION 

| Arndt. 2 (Rev. 6) | 

PART 107—SMALL BUSINESS 
INVESTMENT COMPANIES 

Financing Equity Securities Through Under* 
writers by Small Business Investment 
Companies 

On November 5, 1974. Notice of Pro¬ 
posed Rulemaking was published in the 
Federal Register (39 FR 39058) con¬ 
cerning amendments to 13 CFR 45 107.3 
and 107.504(b)(3) 119741 to allow pur¬ 
chases of securities from underwriters 
by small business investment companies. 
Interested persons were invited to sub¬ 
mit written comments on or before De¬ 
cember 5, 1974. After considering the 
comments received, the proposed 
amendments ore being adopted with 
certain modifications, as set forth below. 

Effective Date . Amendment 2 to Re¬ 
visions 5 shall be effective January 7. 
1975. 

Information. The amendment changes 
the existing regulations by removing the 
authority of licensees to purchase from 
or through on underwriter of small busi¬ 
ness securities, from 5 107.504(b)(3), 
and redefining the term "Financing" in 
5 107.3 to include purchases of equity 
securities through or from an underwrit- 
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cr thereof who Is not associated with 
the Licensee. The definition of "Asso¬ 
ciate of a Licensee" In 1107.3 remains 
unchanged. The effect of this change is 
to remove the quantitative limitation 
which $ 107.504 Imposed. 

Under the proposed regulation, such 
purchases would have been made at the 
public offering price only. Comments 
received suggested that this be broad¬ 
ened to permit purchases at less (but not 
more) than that price, and this sug¬ 
gestion has been adopted. 

The proposed regulation would have 
required the entire offering to be made 
on behalf of the Issuer. The suggestion 
to permit the inclusion of some out¬ 
standing securities has been adopted. 
Only 80 percent of the total offering Is 
required to consists new securities. 

The proposed regulation would have 
limited the aggregate price of the entire 
offering to $5 million. The suggestion 
that this aggregate be increased to $10 
million has been adopted. 

Part 107 has been amended by revising 
5 5 107.3. 107.301(e)(2) and 107.504(b) 
(3) to read as follows: 

| 107.3 Definition of term*. 

Financing. "Financing" or "Financed" 
means outstanding financial assistance 
provided to a Small Concern by a Li¬ 
censee. whether through (a) loans, (b) 
guaranties, (c) equity investments, (d) 
commitments, or (e) purchases through 
or from a non-Assoclate underwriter of 
Equity Securities (see 5 107.302(b)) of a 
Small Concern, within 90 days after a 
public offering is first lawfully made: 
Provided, hotoever. That such purchases 
may not be made at more than the orig¬ 
inal public offering price, that at least 
80 percent of the proceeds of the issue 
(less reasonable and customary under¬ 
writing and related charges) are received 
by the Small Concern, and that the ag¬ 
gregate offering price does not exceed 
$10 million. See also 5 107.301(e) regard¬ 
ing size status and nondiscrimination 
certification. 

§ 107.301 General. 

• • • • • 

(e) • • • 

(2) The Small Concern has certified 
on SBA Form 652-D that it will not 
illegally discriminate in its operations, 
employment practices or facilities as set 
forth in Part 113 of this chapter. Such 
forms shall be kept available for SBA s 
examination: ProiHded, however. That 
the foregoing shall not apply when the 
Licensee acquires the securities from on 
underwriter in a public offering, (see 
5 107.3, "Financing"). in which event the 
Licensee shall keep the prospectus show¬ 
ing the small size status of the issuer, if 
available, as part of its records for 8BA's 
examination. 

§ 107.50*1 Other PcrniU«ihlr Financing. 

• • • • • 

(b) • • • 

(3) Securities purchased from non- 
issuer. Securities of a Small Concern pur¬ 
chased from a seller other than the is¬ 


suer or his underwriter (see 5107.3. 
"Financing"), when such acquisition 
constitutes a reasonably necessary part 
of the overall sound financing of such 
concern pursuant to the Act or when the 
securities are acquired to finance a 
change of ownership pursuant to 5 107.- 
812. See also 5 107.301(e) regarding size 
status and nondiscrimination certifica¬ 
tion. 

Dated: December 31.1974. 

Thomas S. Kleppe. 

Administrator . 

[DR Doc.75-354 Piled 1-6-75:8:45 am] 


(Amdt. 3 (Rev. 5)1 

PART 107—SMALL BUSINESS 
INVESTMENT COMPANIES 

Performance of Advisory or Technical 
Services 

On November 12. 1974, Notice of Pro¬ 
posed Rulemaking was published in the 
Federal Register (39 FR 39897) con¬ 
cerning amendments to 13 CFR 5 107.601 
(a) and (b) [19741 to clarify the Small 
Business Administration's (SBA) re¬ 
quirements when a licensee or Us asso¬ 
ciates perform management services of 
any kind for small business concerns. 

Interested persons were invited to sub¬ 
mit written comments on or before De¬ 
cember 13. 1974. 

Following consideration of the com¬ 
ments received, the proposed amend¬ 
ments are being adopted without change, 
except for editorial modifications. 

Effective Date. Amendment 3 to Re¬ 
vision 5 shall be effective January 7. 
1975. 

Information. The amendment specifics 
that management services which are 
deemed to be merely advisory, and pro¬ 
vided by the licensee to the portfolio con¬ 
cern, do not need prior SBA approval, but 
records of time and charges must be kept 
and charges must be comparable to those 
of other professional consultants. Advice 
Is defined as recommendations subject to 
rejection by the small concern, to distin¬ 
guish it from the actual performance of 
technical services. 

Technical services by a licensee to a 
portfolio concern must be performed 
pursuant to a written contract, require 
annual advance approval by the port¬ 
folio concern and by SBA. and also re¬ 
quire recordkeeping and reasonable 
charges. 

All services performed by an associate 
of the licensee for a portfolio concern 
must have prior SBA approval, and the 
licensee must keep records for the SBA’s 
review. The prior approval requirement 
stems from the close involvement by the 
SBIC or its associate with the business 
activity of a portfolio concern, which 
could give rise to control or conflict-of- 
interest situations. The recordkeeping 
requirement makes it possible for SBA 
to review the services performed and the 
fees charged to small concerns. 

Part 107 has been amended by revising 
5 107.601(a) and (b) to read as follows: 


§ 107.601 Management **r%icc*. 

(a) General. Management services 
may be advisory only or may. subject to 
5 107.901. include performance of any 
technical service relating to the finan¬ 
cial, management, administrative, or op¬ 
erating activity of a Small Concern. Serv¬ 
ices shall be deemed "advisory only" 
where the Small Concern is free to ac¬ 
cept or reject the advice rendered. 

(b) Conditions. (1> Where a Licensee 
directly or indirectly provides manage¬ 
ment services to a Small Concern and 
such services are advisory only, no SBA 
approval is required. The Licensee shall 
maintain a record for examination by 
SBA of the time spent and charges made 
for such services and such charges shall 
not exceed comparable charges by estab¬ 
lished professional non-Llcensee con¬ 
sultants. 

(2) Where a Licensee directly or in¬ 
directly provides management services to 
a Small Concern that is being Financed 
by it and such services are not advisory 
only, such services shall be performed 
pursuant to a written contract with such 
Small Concern and the contract shall be 
approved annually In advance by the 
board of directors or principals of the 
Small Concern and by SBA. An agree¬ 
ment to perform such services for a Small 
Concern that is not being Financed by 
the Licensee shall not require such an¬ 
nual approval. Records shall be kept 
and charges made In accordance with 
subparagraph (1) of this paragraph. 

(3) Where an Associate of a Licensee 
provides management services to a Small 
Concern that Is being Financed by such 
Licensee and such services are advisory 
only, such advice shall be rendered pur¬ 
suant to a written contract, and the con¬ 
tract shall be approved annually in ad¬ 
vance by the board of directors or the 
principals of the Small Concern and by 
SBA. The Licensee shall maintain rec¬ 
ords of time spent and charges made in 
accordance with subparagraph (1) of 
this paragraph. Such services rendered 
to a Small Concern not being Financed 
by such Licensee are not subject to reg¬ 
ulation by SBA until such time as Fi¬ 
nancing is provided. 

(4) Where an Associate of a Licensee 
provides management services to a Small 
Concern that is being Financed by such 
Licensee and such services are not ad¬ 
visory only, such services shall be per¬ 
formed pursuant to a written contract, 
and the contract shall be approved an¬ 
nually In advance by the board of di¬ 
rectors or the principals of the Small 
Concern and by SBA. Records shall be 
kept and charges made In accordance 
with subparagraph < 1) of this paragraph. 
Such services rendered to a Small Con¬ 
cern not being Financed by the Licensee 
are not subject to regulation by SBA 
until such time as Financing is provided. 

Dated: December 31.1974. 

Thomas S. Kleppe, 
Administrator. 

(FR Doc.76-355 Filed 1-5-75:8:45 am] 
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Title 14—Aeronautics and Space 

CHAPTER I—FEDERAL AVIATION ADMIN- 

ISTRATION. DEPARTMENT OF TRANS¬ 
PORTATION 

(Docket No. 14135; Arndt. 39-2066) 

PART 39—AIRWORTHINESS DIRECTIVES 
Piper Models PA-28 and PA-32 Airplanes 

Pursuant to the authority delegated to 
roe by the Administrator, an airworthi¬ 
ness directive <AD> was adopted on No¬ 
vember 25. 1974, and made effective im¬ 
mediately upon receipt of the airmail 
letter AD os to all known United States 
operators of Piper Aircraft Corporation 
Models PA-28-140, PA-28-150, PA-28- 
160. PA-28-180, PA-28-235. PA-32-260, 
and PA-32-300 airplanes, modified by 
installing a large nose wheel fork (Tib- 
betts-Herre Airmotive P/N PA-32-1) 
and an 8.00-6 nose wheel tire in accord¬ 
ance with Supplemental Type Certificate 
SA281AL, because of reported failures of 
the nose wheel fork assembly. The AD 
requires Inspection of the nose wheel 
fork assembly, repair or replacement as 
needed, and chamfering and heat treat¬ 
ing of the nose wheel fork. 

Since it was found that immediate 
corrective action was required, notice 
and public procedure thereon was im¬ 
practicable and contrary to the public 
Interest and good cause existed for mak¬ 
ing the AD effective Immediately as to 
all known U.8. operators of Piper Models 
PA-28-140. PA-28-150, PA-28-160, PA- 
28-180. PA-28-235, PA-32-260. and PA- 
32-300 airplanes, modified by installing 
a large nose wheel fork (Tibbetts-Herrc 
Airmotive P/N PA-32-1) and an 8.00-6 
nose wheel tire in accordance with Sup¬ 
plemental Type Certificate SA281AL. by 
airmail letter dated November 26. 1974. 
These conditions still exist and pursuant 
to the authority delegated to me by the 
Administrator (14 CFR | 11.89). the AD 
Is hereby published In the Federal Reg¬ 
ister as an amendment to §39.13 of 
Part 39 of the Federal Aviation Regula¬ 
tions to make it effective as to all 
persons. 

This amendment is made under the 
authority of section 313(a), 601, and 603 
of the Federal Aviation Act of 1958 (49 
U.S.C. 1354(a). 1421, and 1423) and of 
section 6(c) of the Department of Trans¬ 
portation Act (49 UB.C. 1655(c)). 

Pi it* Aircraft Corporation. Applies to Piper 
Models PA-28-140, PA-28-150. PA-28- 
150, PA-28-180. PA-28-235. PA-32-260 
and PA-32-300 airplanes, modified by 
installing a large nose wheel fork (Tib- 
betU-Hcrr* Airmotive P/N PA-32-1) and 
an 8.00-6 noee wheel tire in accordance 
with Supplemental Type Certificate 
SA281AL. certificated in all categoric* 

Compliance is required prior to the ac¬ 
cumulation oI 25 landings alter the effective 
date of this AD. unless already accomplished. 

To prevent possible failure of the noee 
wheel fork Assembly, accomplish the follow¬ 
ing: 

(a| Visually Inspect the note wheel fork 
for bends In the legs which are not part of the 
8TC design. 

(b) Straighten any bends found In the 
Inspection required by paragraph (a) of this 


AD, prior to the Inspection required by para¬ 
graph (c) of this AD. 

(c) Inspect those noee wheel forks that 
have at any time been straightened In the 
past for cracks In the vicinity of the noee 
wheel axle holes, using a standard dye or 
fluorescent penetrant inspection procedure. 
To determine whether a noae wheel fork has 
been straightened In the past— 

(1) Check the aircraft maintenance rec¬ 
ords; and 

(2) Visually Inspect the fork for any evi¬ 
dence of it having been straightened. 

(d) If no cracks are found in the inspec¬ 
tion required by paragraph (c) of this AD. 
or the nose wheel fork is a fork excepted from 
the inspection required by paragraph (c) of 
this AD. chamfer and heat treat the noae 
wheel fork before further flight in accord¬ 
ance with paragraphs <f ) and (gl of this AD. 

te) If cracks are found In the inspection 
required by paragraph (c) of this AD, before 
further flight, replace the nose wheel fork 
with a serviceable noee wheel fork of the 
same part number which has been cham¬ 
fered and heat treated In accordance with 
paragraphs (f) and (g) of this AD. 

(f) Chamfer the outside edge of each noee 
wheel fork axle hole at 45 degrees to a mini¬ 
mum depth of l, 32-Inch prior to heat treat¬ 
ing. 

(g) Heat treat the nose wheel fork to an 
Ft* of 180.000 P31 In accordance with MIL- 
II-C875 or an PAA approved equivalent. 

(h) Permanently stamp the letter *TT on 
each nose wheel fork heat treated In accord¬ 
ance with paragraph (g) of this AD. adjacent 
to the serial and part number stamps. 

(1) Replace each Piper P/N 20825-00 cap 
assembly with a Tibbetta-Herre P/N PA-32-5 
cap assembly or an equivalent approved by 
the Chief, Engineering and Manufacturing 
field Office, PAA, Alaskan Region. 

()) Replace the Tibbetta-Herre P/N PA- 
32-4 axle rod with a Tibbetta-Herre P/N PA- 
32 6 axle rod or equivalent approved by the 
Chief. Engineering and Manufacturing Field 
Office. PAA. Alaskan Region, using AN365—624 
nuts and AN060-610 washers. 

Not*. For the purpose of complying with 
this AD. subject to acceptance by the assigned 
PAA Maintenance Inspector, the number of 
landings may be determined by dividing 
each airplane's hours* time In service by the 
operator's fleet average time from takeoff to 
landing for the airplane type. 

This amendment is effective upon pub¬ 
lication in the Federal Register as to all 
persons except those persons to whom it 
was made effective upon receipt of the 
airmail letter dated November 26. 1974, 
that contained this amendment. 

Issued in Washington. D.C. on Decem¬ 
ber 27.1974. 

C. R. Meluctn. Jr., 

Acting Director . 
Flight Standards Service . 

I PR Doc.75-419 Piled 1-6-75:8:45 am) 


(Docket No. 14232; Arndt. No. 949) 

PART 97—STANDARD INSTRUMENT 
APPROACH PROCEDURES 

Recent Changes and Additions 

This amendment to Part 97 of the Fed¬ 
eral Aviation Regulations incorporates 
by reference therein changes and addi¬ 
tions to the Standard Instrument Ap¬ 
proach Procedures (SIAPs) that were 
recently adopted by the Administrator 
to promote safety at the airports con¬ 
cerned. 


The complete SIAPs for the changes 
and additions covered by this amend¬ 
ment are described In FAA Forms 3139, 
8260-3, 8260-4, or 8260-5 and made a 
part of the public rule making dockets 
of the FAA in accordance with the pro¬ 
cedures set forth in Amendment No. 97- 
696 <35 FR 5609). 

SIAPs are available for examination at 
the Rules Docket and at the National 
Flight Data Center. Federal Aviation 
Administration. 800 Independence Ave¬ 
nue. SW, Washington. D.C. 20591. Copies 
of 8IAPs adopted in a particular region 
are also available for examination at 
the headquarters of that region- In¬ 
dividual copies of SIAPs may be pur¬ 
chased from the FAA Public Document 
Inspection Facility, HQ-405, 800 Inde¬ 
pendence Avenue, SW. Washington, D C. 
20591 or from the applicable FAA re¬ 
gional office in accordance with the fee 
schedule prescribed in 49 CFR 7.85. This 
fee is payable in advance and may be 
paid by check, draft or postal money 
order payable to the Treasurer of the 
United States. A weekly transmittal of 
all SLAP changes and additions may be 
obtained by subscription at an annual 
rate of $150.00 per annum from the 
Superintendent of Documents, U.S. Gov¬ 
ernment Printing Office, Washington, 
D.C. 20402. Additional copies mailed to 
the same address may be ordered for 
$30.00 each. 

Since a situation exists that requires 
immediate adoption of this amendment, 
I find that further notice and public 
procedure hereon is impracticable and 
good cause exists for making it effective 
In less than 30 days. 

In consideration of the foregoing. Part 
97 of the Federal Aviation Regulations is 
amended as follows, effective on the 
dates specified: 

1. Section 97.23 is amended by origi¬ 
nating. amending, or canceling the fol¬ 
lowing VOR-VOR/DME 8IAPs. effective 
February 13.1975. 

Houma. La.—Huma-Terrebonn* Arpt., VOR 
Rwy 12. Arndt. 6. 

Houma. La.—Houma-Terrebonne Arpt.. VOR/ 
DME Rwy 30 Amdt. 5. 

Knoxville. Tenn.—McGhee Tyson Arpt., VOR/ 
DME Rwy 4R. Orig. 

London. Ky.—London-Corbtn MaQee Field. 
VOR Rwy 5. Amdt. 9. 

London. Ky. —London-Corbin MaGee Field, 
VOR. - DME Rwy 23. Amdt. I. 

8 ault 81*. Marie, Mich.—8ault 8te. Marie 
City-County Arpt.. VOR Rwy 32. Amdt. 9. 

• • • effective January 16.1975. 

Bainbrldge. Oa.—Commodore Decatur Arpt., 
VOR-A. Orig. 

Bainbrldge. Oa.—Decatur County Industrial 
Arpt.. VOR-A. Orig. 

Dosialnonvill*. Ga—Donaleonville Municipal 
Arpt.. VOR Rwy 27. Orig. 

2. Section 97.25 is amended by originat¬ 
ing. amending, or canceling the following 
SDF-IjOC-LDA SIAPs. effective Febru¬ 
ary 13, 1975. 

Indianapolis. Ind.—Indianapolis Municipal/ 
Weir-Cook Arpt., LOC(BC) Rwy 22R, 
Amdt. 13. 

Tampa. Fla.—Tampa Int*l. Arpt, LOC(BC) 
Rwy 18R, Amdt. 3. 
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3. Section 97.27 Is amended by originat¬ 
ing, amending, or canceling the following 
NDB/ADF SIAPs, effective February 13, 
1975. 

Albertville. AU —Albertville Municipal Arpt- 
NDB Hwy 23. Arndt. 1, cancelled. 
Albertville. Ala —Albertville Municipal Arf>t„ 
NDB-A. Orlg. 

Freeport. Ill.-—The Albertua Arpt., NDB Rwy 
24. Arndt. 4. 

Houma. La.—Houma-Terrebonne Arpt., NDB 
Rwy 17. Amdt. 2. 

Sault 8te. Marie, Mich.—Sault Ste. Marie 
City-County Arpt.. NDB Rwy 32, Amdt. 5. 

• • • effective January 16.1975. 

Perry. Fla.—Perry-Foley Arpt„ NDB Rwy 36. 
Orlg. 

4. Section 97.29 is amended by origi¬ 
nating, or canceling the following ILS 
SIAPs, effective February 13, 1975. 

Atlanta, Oa—Fulton County Arpt.. IL8 
Rwy 8R, Amdt. 8. 

Milwaukee, Wise.—General Mitchell Field. 

ILS Rwy 19ft, Amdt. 1. 

Pago Pago, Tutulla Island American 
Samoa—Pago Pago Int'l. Arpt., ILS/DME 
Rwy 5, Amdt. 3. 

• • • effective January 16. 1975 

Atlantic City. N-f—NAFEC Atlantic City 
Arpt., ILS Rwy 13. Orlg. 

5. 8ectlon 97.31 Is amended by origi¬ 
nating. amending, or canceling the fol¬ 
lowing RADAR SIAPs. effective Febru¬ 
ary 13. 1975. 

West Palm Beach, Fla—Palm Beach Inti. 
Arpt., Radar-1, Amdt. 4. 

(Secs. 307. 313. 601. 1110. Federal Aviation 
Act of 1948; (49 US.C. 1438, 1354, 1421. 1510). 
Sec. 8(c) Department of Transportation Act, 
(49 US.C. 1656(0) and 5 UBC. 652(a)(1))) 

Issued in Washington, D C., on Decem¬ 
ber 24. 1974. 

James M. Vines, 

Chief. Aircraft 
Programs Division . 

Note: Incorporation by reference provi¬ 
sions In 1197.10 and 07.20 approved by the 
Director of the Federal Register on May 12. 
1069. <35 FR 5610). 

|FR Doc.75-420 Filed l-6-75;8:45 amj 


CHAPTER II—CIVIL AERONAUTICS 
BOARD 

(RegulaUou 3PR-81. Amdt. 0] 

SUBCHAPTER O—SPECIAL REGULATIONS 

PART 372a—TRAVEL GROUP CHARTERS 
Technical Amendment 

By Special Regulation SPR-61 1 * 1 2 3 4 the 
Board adopted the Travel Group Char¬ 
ter (TOC) rule, which includes provi¬ 
sions requiring the TOC organizer to 
make security arrangements for the pro¬ 
tection of participants' advance pay¬ 
ments. These provisions, which are pat¬ 
terned after the security provisions ap¬ 
plicable to operators of Inclusive Tour 
Charters (ITC’s), give the TOC orga¬ 
nizers the option of making arrange¬ 
ments for either a surety bond only 


1 Adopted September 27. 1072; 37 FR 20608. 
October 4. 1972. 
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(( 372a.25(a)) or a surety bond combined 
with a bank depository agreement 
(5 372a.25(b)>, 

By its petition filed on November 18, 

1974, the National Air Carriers Associa¬ 
tion CNACA) has requested that the 
TOC requirement applicable to the 
"bond-only" option be amended, so that 
the provision for variable minimum 
amounts depending on the duration of 
the TOC would not apply to TOC’s which 
do not include a land "package." NACA 
notea that since a TGC, unlike an FTC. 
need not include ground accommoda¬ 
tions, the duration of a TGC which in 
fact involves only the cost of air trans¬ 
portation is irrelevant in determining 
the amount of security needed to pro¬ 
tect customers' deposits. NACA further 
argues that tills distinction, which is re¬ 
flected in the TOC rules' provision for 
the ‘bond-escrow’" option, should also 
be reflected in the provision for the 
"bond-only" option. 

No answers to the petition liave been 
filed. 

Upon consideration, the Board has de¬ 
termined that, since f 372a.25<a) inad¬ 
vertently fails to reflect the distinction 
noted by the petition between TOC’s 
which Include land packages and those 
which do not. the amendment requested 
by NACA should be made. 

Since the within amendment to 
f 372a.25<a) is a technical amendment 
which relieves a burden, the Board finds 
that notice and public procedure hereon 
are unnecessary and would not be in the 
public interest, and that it may become 
effective immediately. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 372a of its Special Regulations (14 
CFR Part. 372a), effective January 2. 

1975, as follows: 

Amend 5 372a.25(&), the amended 
paragraph (a) to read as follows: 

g 372a.25 Surely bond and depository 
agreement. 

(a) Except as provided in paragraph 
(b) of this section, a charter organizer 
(other than a foreign charter organizer 
over whom the Board has declined to 
exercise Jurisdiction ). before selling or 
offering to sell, soliciting or advertising 
any charter flight, shall furnish and file 
with the Board a surety bond In an 
amount of not less than the charter price 
for the air transportation, if only air 
transportation is involved, or. if the 
charter involves land accommodations in 
addition to air transportation, a surety 
bond in one of the following minimum 
amounts dependent upon length of the 
charter or series of charters: (l) For a 
charter or series of charters of 2 weeks 
or less, a bond in an amount of not less 
than the charter price for the air trans¬ 
portation to be furnished in connection 
with such charter or series of charters; 
(2) for a charter or series of charters of 
more than 2 weeks but less than 4 weeks, 
a bond in an amount of not less than 
twice the charter price; or <3> for a char¬ 
ter or scries of charters of 4 weeks or 
more, a bond in an amount of not less 
than three times the charter price: 


1233 

Provided . however, That the liability of 
the surety to any charter participant 
shall not exceed the amounts paid by 
him to the charter organizer with respect 
to the charter. 

Effective date: January 2. 1975. 

(Sec. 204(a) of the Federal AvluUon Act of 
1956, a* amended; 72 Stat. 743, as amended; 
(40 UjS.C. 1324).) 

Adopted: January 2, 1975. 

By the Civil Aeronautics Board: 

[seal! Edwin Z. Holland. 

Secretary. 

| FR Doc.76-417 Filed 1-6-76;8:45 am) 


Title 20—Employees' Benefits 

CHAPTER III—SOCIAL SECURITY ADMIN¬ 
ISTRATION, DEPARTMENT OF HEALTH. 

EDUCATION, AND WELFARE 

(Regs. No. 4. further amended) 

PART 404—FEDERAL OLD-AGE. SURVI- 

VORS, AND DISABILITY INSURANCE 

(1950- ) 

Subpart G—Filing of Applications and 
Other Forms 

On September 26, 1974. there was pub¬ 
lished in the Federal Register (39 FR 
34562) a Notice of Proposed Rule Mak¬ 
ing with proposed amendments to Sub¬ 
part O, Regulations No. 4. The proposed 
regulations revise and update Subpart O 
to include provisions of Pub. L. 89-97 
and Pub. L 92-603. current require¬ 
ments. policies, and procedures not al¬ 
ready Incorporated into the regulations. 
Interested persons were given 30 days 
within which to submit written com¬ 
ments or suggestions thereon. The pro¬ 
posed regulations made the following 
revisions and Additions: 

1. Section 404.601 (meaning of terms) 
Is revised to include entitlement to hos¬ 
pital Insurance benefits and special age 
72 payments among those benefits for 
which an application must be filed sub¬ 
ject to the requirements set forth in 
Subpart G. 

2. Section 404.603 (execution of appli¬ 
cations) Is revised to permit a parent or 
one who stands in the place of a parent 
to execute an application for child’s 
benefits on behalf of an individual who 
is over the age of 18 but under the age 
of 22. Also, an individual who la quali¬ 
fied to receive an underpayment may 
apply for disability insurance benefits on 
behalf of a disabled worker who died be¬ 
fore filing for benefits. 

3. Paragraph (a) of 5 404.606 (filing 
of application for monthly benefits before 
the first month for which individual may 
become entitled to such benefits) and 
5 404.607a (filing of application for the 
establishment of a period of disability) 
are revised to reflect the provisions of 
section 328 of Pub. L. 89-97. These provi¬ 
sions make valid an application filed 
before the first month In which the re¬ 
quirements for entitlement are satisfied 
If such requirements are satisfied before 
a final decision on the application is 
made. 

4. Paragraph <b> of 5 404.607 (filing of 
application for monthly benefits after 
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first month for which individual may be¬ 
come entitled to such benefit*) Is revised 
and a new paragraph (e) is added to 
2 404.607a to reflect the provisions of sec¬ 
tion 118 of Pub. L. 92-603. That section 
provides that an application for disabil¬ 
ity insurance benefits or to establish a 
period of disability may be filed on be¬ 
half of a deceased individual within 
three months after the month in which 
such individual died. 

5. A new section (404.608a) is added 
permitting an applicant to change his 
first month of entitlement after adjudi¬ 
cation of his claim, and listing the re¬ 
quirements for approval by the Social 
Security Administration. 

6. Section 404.615a (cancellation of re¬ 
quest for withdrawal > is revised to indi¬ 
cate that where the Social Security Ad¬ 
ministration has approved a request for 
cancellation of a withdrawal request, a 
notice of such approval will be sent to 
the applicant. 

7. Section 404 616 'filing of proof of 
support or application for lump-sum 
death payment after 2-year period) is 
revised to reflect the provisions of sec¬ 
tion 324 of Pub. L. 89-97. This provision 
permits the filing of proof of support or 
an application for the lump-sum death 
payment at any time after the expira¬ 
tion of the statutory 2-year period if good 
cause is found for failure to file within 
the 2-year period. 

The comment period has expired and 
no adverse comments were received. 

Accordingly, the regulations are 
adopted without change as set forth 
below. 

(Sec*. 202, 205. 216. 223. 228. and 1102. 53 Stat. 
1368. a* amended. 79 Stat. 379. aa amended. 
49 8tat. 647. as amended; section 5 of Re¬ 
organization Plan No. 1 of 1963. 67 Stat. 18. 
631; (42 US.C. 402, 406, 416, 423. 428, and 
1302)) 

Effective date: These amendments 
will be effective January 7. 1975. 

(Catalog of Federal Domestic Assistance Pro¬ 
grams Nos. 13*02, Social Security—Disabil¬ 
ity Insurance; 13.803, Social Security—Re¬ 
tirement Insurance; 13*05. Social Security — 
Survivor's Insurance) 

Dated: December 23. 1974. 

J. B. Cardwell. 
Commissioner o/ Social Security . 

Approved December 31. 1974. 

Caspar W. Weinberger, 

Secretary of Health . 

Education, and Welfare . 


Subpart O of Part 404 of Chapter III 
of Title 20 of the Code of Federal Regu¬ 
lations is amended as follows: 

1. Section 404.601 is revised to read 
as follows: 

§ 404.60! Meaning of lcrm». 

(a) Claimant defined. The term 
•'claimant*' for purposes of this subpart 
refers to the individual who ha* filed on 
his own behalf, or on whose behalf a 
proper party under 2 404.603 has filed, an 
application for monthly benefits, a lump¬ 
sum death payment, the establishment of 
a period of disability, entitlement to 


hospital insurance benefits, or special age 
72 payments. 

(b> Applicant defined. The term “ap¬ 
plicant" for purposes of this subpart 
refers to the individual who ha* filed an 
application on his own behalf or on be¬ 
half of another for monthly benefits, a 
lump-sum death payment, the establish¬ 
ment of a period of disability, special age 
72 payments, or entitlement to hospital 
Insurance benefits. 

(c) Application defined. Unless other¬ 
wise specified, the term "application" 
refers only to an application on a form 
prescribed in f 404.602 and includes an 
application for monthly benefits, a lump¬ 
sum death payment, the establishment of 
a period of disability, special age 72 pay¬ 
ments, and entitlement to hospital in¬ 
surance benefits. 

(d) Filing of application onjjrescribed 
form . Except as provided in 28 404.611, 
404.613. and 404.614, an Individual has 
not "filed an application" for purpose* 
of sections 202, 216(i). 223. 226, or 228 of 
the Act until an application on a form 
prescribed in 2 404.602 has been filed in 
accordance with the provisions of this 
8ubpart O. 

(e) Execution of application, written 
statement, requests, or notice; defined. 
The term "to execute an application" 
(or a written statement, request, or no¬ 
tice (see 82 404.610 and 404.613)). means 
the completion and signing of the appli¬ 
cation (or written statement, request, or 
notice). Irrespective of who may have 
completed the items on the application 
(or written statement, request, or no¬ 
tice) , the document is considered to have 
been executed by or on behalf of such 
claimant when it is signed by the claim¬ 
ant (or an individual authorized to do 
so on his behalf under 2 404.603), 

2. Section 404.603 is amended by re¬ 
vising paragraph (a), revising and re¬ 
designating present paragraph (g) a* 
paragraph (h), and adding a new para¬ 
graph (g) to read as follows: 

§ 401.603 Execution of Application*. 

The Social Security Administration 
determines w T ho is the proper party to 
execute an application for benefits in ac¬ 
cordance with the following rules: 

(a) If the claimant has attained the 
age of 18, is mentally competent, and is 
physically able to execute the application, 
the application shall be executed by him 
except that, if he has not yet attained 
age 23 and the application is for child's 
insurance benefits, such application may 
be executed by his parent or a person 
standing in place of the parent. Where, 
however, paragraph <d> of this section 
applies, the application may also be ex¬ 
ecuted by the claimant's legal guardian, 
committee, or other representative. 

• 4 > t t 

(g> When a disabled individual dies 
prior to filing an application for dis¬ 
ability insurance benefits or a disability 
freeze, an application for such benefit* 
may be executed within 3 months after 
the month in which such individual died 
by an Individual who would be qualified 
to receive an underpayment in accord¬ 
ance with 2 404.503(b). 


<h) For good cause shown, the Social 
Security Administration may accept an 
application executed by a person other 
than one described in paragraphs (a> 
through (g) of this section. 

3. Section 404.605 is revised to read as 
follows: 

§ 404.605 (Jaimant niu*»l be alive 
when application in filed. 

Except as provided in 82 404.603(g), 
404.607(b)(2), and 404.607a(e>, the 
claimant must be alive at the time a 
properly executed application (see 2 404.- 
603) is filed with the Social Security 
Administration (see 8 404.608) In order 
for such application to be considered 
effectively filed. (See 2 404.362 where a 
person potentially equitably entitled to 
the lump-sum death payment dies before 
filing an application. See also 2 404.613 
relating to the filing of a prescribed ap¬ 
plication form after submittal of a writ¬ 
ten statement.) 

4. 8ection 404.606 is revised to read 
as follows: 

8 40-1.606 Filing of application for 
monthly benefit* before the fir»t 
month for which individual may hc> 
come entitled to nucli benefit*. 

(a) Effccth>e as of July JO, 1965. An 
application for monthly benefit* filed 
before the first month in which the 
claimant meets all conditions of entitle¬ 
ment for such benefits will be deemed a 
valid application if such conditions are 
met before the Secretary makes a final 
decision on such application. (See para¬ 
graph <c> of this section for exception 
in case of special age 72 payments.) If 
upon final decision by the Secretary or 
decision by a court on review of the Sec¬ 
retary's decision, the claimant is found 
to have met such conditions, the applica¬ 
tion will be deemed to have been filed 
in the first month in which he met such 
conditions. These provisions apply with 
respect to: 

(1) Applications filed on or after July 
30, 1965: 

(2) Applications as to wtiich the Sec¬ 
retary had not made a final decision be¬ 
fore July 30, 1965; and 

(3) Applications as to which there had 
been no final Judicial decision before 
July 30, 1965, in cases where civil action 
for review of the Secretary's decision was 
commenced under section 205(g) of the 
Act (see 8 422.210 of this chapter) before 
such date. 

(b) Effective before July 30, 1965 —(1 > 
Old-age and survivors insurance benefits. 
Except as provided in paragraph (a) of 
this section, an application for monthly 
benefits (other than an application for 
disability insurance benefit*) will be ac¬ 
cepted as an application for such benefits 
if it is filed not more than 3 months 
prior to the first month for which the 
claimant could become entitled to such 
benefits. Any such application filed 
within such 3-month period shall be 
deemed filed in the first month for which 
the claimant could be entitled to such 
benefits. 

(2) Disability insurance benefits —<i> 
Application filed prior to March 1960 Ex¬ 
cept as provided in paragraph (a) of 
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this section, an application for disabil¬ 
ity insurance benefits filed after Sep¬ 
tember 1956 and prior to March 1960 
will be accepted as an application for 
such benefits if it was filed not more 
than 9 months prior to the first month 
for which the claimant could become en¬ 
titled to such benefits and while the 
claimant was under a disability. 

110 Application filed after February 
I960. Except as provided In paragraph 
(a) of this section, an application for 
disability insurance benefits filed after 
February 1960 will be accepted as an ap¬ 
plication for such benefits for months 
no earlier than September 1960 if it is 
filed not more than 9 months prior to 
the month for which the claimant could 
become entitled to such benefits; except 
that, where cause (ill of section 223(a) 
(l) of the Act (concerning prior en¬ 
titlement to disability insurance benefits 
and/or a prior period of disability) is 
applicable, an application for disability 
insurance benefits may not be filed more 
than 6 months prior to the first month 
for which the claimant could become en¬ 
titled to such benefits. An application 
filed within the 9-month or 6-month 
period, whichever is appropriate, shall be 
deemed filed In the first month for which 
the claimant could be entitled to such 
benefits, but no earlier than Septem¬ 
ber 1960. 

(c) Special age 72 payments. An ap¬ 
plication for special age 72 payments 
may be filed no earlier than 3 months 
prior to the first month for which the 
applicant could become entitled to pay¬ 
ments. 

(d) Specific dates. Where any of the 
provisions In this Part 404 become ef¬ 
fective on the basis of an application 
filed on or after a specific date, this sec¬ 
tion shall apply only if the application is 
filed on or after that date. 

5. In I 404.607. paragraph (c) is re¬ 
voked. paragraph <d> is redesignated as 
paragraph (c). and paragraph (b) is re¬ 
vised to read as follows: 

§ 404*607 Filing of application for 
BMmlhly benefit* after firm! month 
for tohirlt individual may become 
entitled to aurlt benefit*. 


<b> Disability insurance benefits —(1) 
Disabled individual is alive. An applica¬ 
tion for disability insurance benefits filed 
while the claimant was under a disability 
and at any time after the first month for 
which he could have become entitled to 
such benefits will be accepted as an ap¬ 
plication for such benefits beginning with 
12 months immediately preceding the 
month in which such application is filed 
but not before the first month for which 
he could become entitled, provided he 
was under a disability in such first month 
and such disability continued until the 
time such application was filed. How¬ 
ever. it may not be accepted as an ap¬ 
plication for any month prior to July 
1957, the first month for which disability 
insurance benefits were payable. For pur¬ 
poses of determining whether the indi¬ 
vidual has met all conditions of entitle¬ 
ment in such prior months, the applica¬ 


tion shall have tb.. -une effect as though 
it had been filed in such months. 

(2) Disabled individual is deceased — 
(1) Disabled individual died after Decem¬ 
ber 31. 1969, and before October 30, 1972 . 
An application for disability insurance 
benefits filed on behalf of an Individual 
who died after December 31. 1969. but 
before October 30. 1972. will be accepted 
as an application for such benefits be¬ 
ginning with 12 months immediately 
preceding the month in which such in¬ 
dividual died but not before the first 
month for which such individual could 
have been entitled had he filed timely: 
Provided, That such application on be¬ 
half of such deceased individual is filed 
before February 1, 1973. by an individual 
who would be qualified for an under¬ 
payment in accordance with ft 404.503(b). 

(li) Disabled individual died after 
October 29. 1972. An application for dis¬ 
ability Insurance benefits filed by an 
individual who would be qualified for an 
underpayment in accordance with 
I 404.503(b) on behalf of an individual 
who died after October 29. 1972. will be 
accepted as an application for such bene¬ 
fits beginning with 12 months Immedi¬ 
ately preceding the month in which such 
application is filed but not before the 
first month in which such individual 
could have been entitled had he filed 
timely: Provided, That such application 
on behalf of such deceased individual is 
filed no later than the last day of the 
third month following the month in 
which the individual died. 


6. Section 404.607a is revised to read 
as follows: 

§ 101.607a Filing of application for the 
e*labJUhmrnt of a period of di*- 
nbility. 

(a) Applications filed after June 1965 
or on which there had been no final deci¬ 
sion before July 1965. Except as provided 
in paragraph (e) of this section, an ap¬ 
plication to establish a period of dis¬ 
ability filed after June 1965. or an ap¬ 
plication to establish a period of dis¬ 
ability filed before July 1965 to which the 
provisions of ft 404.312a(a> (2) are ap¬ 
plicable. is effective to establish a period 
of disability if it is filed no later than 12 
months after the month In which Uie 
period of disability may end. 

(b) Application to establish period 
of disability which ended after January 
1968. Except as provided in paragraph 

(e) of this section, an application to 
establish a period of disability which 
ended after January 1968 may be filed 
up to 36 months after the cessation of 
disability provided: (1) The claimant is 
alive at the time of filing; and (2) his 
failure to file a timely application was 
due to a physical or mental condition 
which made him incapable of executing 
an application. 

(C) Application filed before beginning 
of period of disability — (1) Application 
filed prior to March 1960 . An application 
filed after December 31. 1954. and prior 
to March 1960 to establish a period of dis¬ 
ability will be accepted as an application 
for such purpose if It was filed while the 
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claimant was under a disability and not 
more than 3 months before the first day 
on which a period of disability may begin 
for the claimant. 

(2) Application filed after February 
1960. An application filed after February 
1960 to establish a period of disability 
will be accepted as an application for 
such purpose If it is filed not more than 
3 months before the first day on which 
a period of disability may begin for the 
claimant; except that, where clause (it) 
of section 223(a)(1) of the Act (con¬ 
cerning prior entitlement to disability in¬ 
surance benefits and'or a prior period of 
disability) is applicable, an application 
for such purpose may be filed as early as 
6 months prior to the first month for 
which the claimant becomes entitled to 
disability insurance benefits. An appli¬ 
cation filed within such 3-month or 6- 
month period shall be deemed filed on 
the first day of such 3-month period or 
In the first month of such 6-month pe¬ 
riod. whichever is appropriate. Where the 
6-month period is applicable in connec¬ 
tion with clause (U) of section 223 (a> (1) 
of the Act. the period of disability may 
begin no earlier than September 1960. 

(d) Application filed after beginning of 
period of disability. Except as provided 
in paragraph (e) of this section, where a 
claimant files an application to establish 
a period of disability beginning prior to 
the date the application is filed and has 
been continuously disabled from such 
time up to the time of filing, a period of 
disability may be established commenc¬ 
ing prior to the date of filing subject to 
the following rules: 

(1) Application filed prior to July i. 
1962. An application filed after December 
31. 1954. and prior to July 1. 1962. may 
be used to establish a period of disability 
commencing no earlier than October 1. 
1941. 

(2) Application filed after June 30, 
1962. An application filed after June 30. 
1962. may be used to establish a period 
of disability commencing no earlier than 
18 months prior to the date such appli¬ 
cation is filed. 

(e) Application to establish period of 
disability on behalf of deceased indivi¬ 
dual. Notwithstanding any other provi¬ 
sion of this section or ft 404.605. an ap¬ 
plication to establish a period of disabil¬ 
ity on behalf of an individual who died 
after December 31. 1969. filed by an 
individual who would be qualified for an 
underpayment in accordance with f 404.- 
503(b) will be accepted as an application 
for such purpose provided that: 

(1) If such individual died before Octo¬ 
ber 30. 1972. such application is filed no 
later than January 31. 1973; or 

(2) If such individual died after Octo¬ 
ber 29, 1972, such application Is filed no 
later than the last day of the third month 
following the month in which such in¬ 
dividual died. 

7. Following ft 404.608. a new ft 404.608a 
is added to read as follows: 

§ 101.608a Changing fir*t month of en¬ 
titlement after adjudication of claim. 

After adjudication of a claim based 
on an application for monthly benefits, 
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the claimant who filed the application 
may change his first month of entitle¬ 
ment to any month within the retroac¬ 
tive period ot his original application or 
to the month In which he filed his 
application if: 

(a) He files a request in writing to 
change his first month of entitlement; 
and 

(b) He Is alive when the request Is 
filed ; and 

<c) Any other person whose entitle¬ 
ment would be adversely affected by such 
change of month of entitlement consents 
in writing or written consent is given on 
behalf of such other person by an Indi¬ 
vidual authorized to execute an applica¬ 
tion on his behalf under i 404.603; and 

(d) There is repayment of any amount 
previously paid which would not be pay¬ 
able based upon the change In first month 
of entitlement or it can be established 
to the satisfaction of the Social Security 
Administration that repayment of any 
such amount Is assured. 

8. Section 404.615a Is revised to read 
as follows; 

§ 401.61 5h Cancellation of request for 
withdrawal. 

Before or after a written request for 
withdrawal has been approved by the 
Social Security Administration, the 
claimant (or a person who is authorized 
under 6 404.603 to execute an applica¬ 
tion on his behalf > may request that the 
•"request for withdrawal** be canceled 
and that the withdrawn application or 
request for revision of earnings be rein¬ 
stated. Such request for cancellation 
must be in writing and must be filed, In 
a case v.here the requested withdrawal 
was approved by the Social Security Ad¬ 
ministration, no later than 60 days after 
mailing of notice to the Individual of 
such approval. The claimant must be 
alive at the time the request for can¬ 
cellation of the “request for withdrawal** 
is filed with the Social Security Admin¬ 
istration. Where the request for cancel¬ 
lation of the withdrawal Is approved, 
notice of approval shall be sent to such 
Individual. 

9. Section 404.616 Is revised to read 
as follows: 

g 404.616 Filing of proof of support or 
application for lumpsum death pay¬ 
ment after 2-year period. 

In any case In which the proof of sup¬ 
port required to be filed under I 404.316 

(а) (4), 5 404.331(a) (6), or 1 404.338(a) 

(б) . or the application for the lump-sum 
death payment required to be filed un¬ 
der 9 404.355(b), is not filed within the 
2-year period prescribed by the appro¬ 
priate section, such proof of support or 
application shall nevertheless be deemed 
to have been filed within such 2-year 
period if it is determined, as provided in 
f 404.617, that there was good cause for 
failure to file such proof or application 
ifithln the initial 2-year period. 

|FR Doc.75 423 Filed 1-6-75:8:45 am] 


Title 21—Food and Drugs 

CHAPTER II—DRUG ENFORCEMENT AD- 
MINISTRATION, DEPARTMENT OF JUS¬ 
TICE 

PART 1308—SCHEDULES OF 

CONTROLLED SUBSTANCES 

Exempt Chemical Preparations 

The Administrator of the Drug En¬ 
forcement Administration has received 
applications pursuant to I 1308.23 of Title 
21 of the Code of Federal Regulations re¬ 
questing that several chemical prepara¬ 
tions containing controlled substances be 
granted the exemptions provided for In 
f 1308.24 of Title 21 of the Code of Fed¬ 
eral Regulations. 

The Administrator hereby finds that 
each of the following chemical prepara¬ 
tions and mixtures Is intended for labora¬ 
tory, Industrial, educational, or special 
research purposes, is not intended for 
general administration to a human being 
or other animal, and cither (a> contains 
no narcotic controlled substances and is 
packaged in such a form or concentra¬ 
tion that the package quantity does not 
present any significant potential for 
abuse, (b) contains either a narcotic or 
nonnarcotic controlled substance and one 
or more adulterating or denaturing 
agents In such a manner, combination, 
quantity, proportion or concentration, 
that the preparation or mixture does not 


Effective date. This order is effective 
January 7, 1975. Any person interested 
may file written comments on or objec¬ 
tions to the order on or before Febru¬ 
ary 6, 1975. If any such comments or ob¬ 
jections raise significant issues regard¬ 
ing any finding of fact or conclusion of 
law upon which the order is based, the 
Administrator shall immediately suspend 
the effectiveness of the order until he 
may reconsider the application in light 
of the comments and objections filed. 
Thereafter, the Administrator shall re¬ 
instate, revoke or amend his original 
order as he determines appropriate. 

Dated: December 30. 1974. 

John R. Bartels, Jr., 

Administrator. 

Drug Enforcement Administration . 

[PR Doc.75-235 Piled 1-6-75:8:45 am) 


present any potential for abuse, or (c) 
the formulation of such preparation or 
mixture Incorporates methods of dena¬ 
turing or other means so that the con¬ 
trolled substance cannot In practice be 
removed, and therefore the preparation 
or mixture does not present any signifi¬ 
cant potential for abuse. The Adminis¬ 
trator further finds that exemption of 
the following chemical preparations and 
mixtures Ls consistent with the public 
health and safety as well as the needs 
of researchers, chemical analysts, and 
suppliers of these products. 

Therefore, pursuant to section 202(d) 
of the Comprehensive Drug Abuse Pre¬ 
vention and Control Act of 1970 <21 
U.8.C. 812(d)), and under the authority 
vested in the Attorney General by sec¬ 
tions 301 and 501 <b> of the Act (21 U.8.C. 
821 and 871(b) and delegated to the Ad¬ 
ministrator of the Drug Enforcement Ad¬ 
ministration by l 0.100 of Title 28 of the 
Code of Federal Regulations (see 38 FR 
18380, July 2, 1973) the Administrator 
hereby orders that Part 1308 of Title 21 
of the Code of Federal Regulations be 
amended as follows: 

a. By amending § 1308.24(1) by adding 
the following chemical preparations: 

§ 1308.24 Exempt cliemka) prepara¬ 
tions. 

• • i • • 
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Title 26—Internal Revenue 

CHAPTER I—INTERNAL REVENUE SERV- 
ICE, DEPARTMENT OF THE TREASURY 

[TD. 7342J 

SUBCHAPTER A—INCOME TAX 

PART 1—INCOME TAX; TAXABLE YEARS 
BEGINNING AFTER DECEMBER 31, 1953 

Special Rules With Respect to Section 
501(c)(3) Organizations 

The prior regulations under section 
508 of the Internal Revenue Code of 
1954 generally allow certain contributors 
to organizations who have notified the 
Commissioner of Internal Revenue that 
they are not private foundations to rely 
upon such notice with respect to grants, 
contributions, and distributions made 
before January 1, 1975. The amendment 
to the regulations which appears below 
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extends the period of reliance to grants, 
contributions, and distributions made 
before January 1, 1976. This will permit 
grantors, contributors, and distributors 
who make grants, contributions, and 
distributions during 1975 generally to 
rely upon the claimed public charity 
status of such organizations. 

The Income Tax Regulations (26 CFR 
Part 1) are amended as follows: 

1. Paragraph (b)(4) of ft 1.506-1 is 
amended to read as follows: 

§ 1.508-1 Notices. 

• • • • • 

(b) Presumption that old and new or¬ 
ganizations are private foundations . • • • 

(4) Effect of notice upon grantors or 
contributors to the A ling organization . In 
the case of grants, contributions, or dis¬ 
tributions made prior to January 1.1976, 
any organization which has properly hied 
the notice described in section 508(b) 
prior to March 22,1973 will not be treated 
as a private foundation for purposes of 
making any determination under the In¬ 
ternal revenue laws with respect to a 
grantor, contributor or distributor (as for 
example, a private foundation distribut¬ 
ing all of its net assets pursuant to a sec¬ 
tion 507<b)(l)(A) termination) thereto, 
unless the organization is controlled di¬ 
rectly or indirectly by such grantor, con¬ 
tributor or distributor, if by the 30th day 
after the day on which such notice is 
filed, the organization has not been no¬ 
tified by the Commissioner that the no¬ 
tice filed by such organization has failed 
to establish that such organization is not 
a private foundation. See paragraph (b) 
<6) of this section for the effect of an ad¬ 
verse notice by the Internal Revenue 
Service. For purposes of this subpara¬ 
graph. an organization which has proper¬ 
ly filed the notice described in section 508 
(b) prior to March 22. 1973. and which 
has claimed recognition of its status un¬ 
der only one paragraph of section 509(a) 
in such notice, will be treated only for 
purposes of grantors, contributors or dis¬ 
tributors as having the classification 
claimed in the notice if the provisions 
of this subparagraph are otherwise 
satisfied. 

Because this Treasury decision, ex¬ 
tends certain transitional rules and be¬ 
cause of the need for immediate guid¬ 
ance with respect to the provisions con¬ 
tained in the Treasury decision, it Is 
found impracticable to issue it with no¬ 
tice and public procedure thereon under 
section 553 (b) of title 5 of the United 
States Code, or subject to the effective 
date of limitations of subsection (d) of 
such section. 

(This Treasury decision la Issued under 
the Authority contained in section 7805 of 
the Interns! Revenue Code of 1054 (68A 
8tat. 917; 28 USC, 7805).) 

I seal 1 Donald C. Alexander. 

Commissioner of 
Internal Revenue. 

Approved: December 31.1974. 

Frederic W. Hickman. 

Assistant Secretary of the 
Treasury. 

|FR Doc.75-438 FUed 1-6-75:8:45 ami 


[TJD. 73411 

PART 3—CAPITAL CONSTRUCTION FUND 
Deposits 

This document contains proposed 
amendments to the regulations in ft 3.1 
of Part 3 of 26 CFR Chapter I dealing 
with capital construction funds under 
section 607 of the Merchant Marine Act, 
1936 (46 U.8.C. 1177), as amended by 
section 21 (a) of the Merchant Marine 
Act of 1970 (Pub. L. 91-469, 84 Stat. 
1026). The present regulations were pub¬ 
lished on December 31, 1970 (TJD. 7082), 
and amended by further regulations pub¬ 
lished on June 5, 1971 (TJD. 7124), De¬ 
cember 30. 1971 (TJD. 7156), November 
10, 1972 (TJD. 7219), December 30, 1972 
(TJD. 7245), and January 2, 1974 (TJD. 
7303). 

The outstanding regulations, as 
amended, provide transitional rules for 
the execution of capital construction 
fund agreements (between citizens of the 
United States owning or leasing one or 
more vessels defined by the Act to be 
eligible and the Secretary of Commerce) 
and the deposit of funds under such 
agreements for taxable years beginning 
during 1970, 1971, 1972, and 1973. As a 
general rule, those outstanding regula¬ 
tions provide that the agreement must be 
executed and entered into on or prior to 
the due date, with extensions, for the 
filing of the tax return in order to be 
effective for the year to which that re¬ 
turn relates. Deposits must also be made 
on or before that date, or within 60 days 
after the date of execution of the agree¬ 
ment, whichever is later, in order to be 
effective for such taxable year. 

For taxable years beginning during 
1970 and 1971, special rules applied to 
extend the time within which an effec¬ 
tive agreement could have been executed 
and entered Into, and within which de¬ 
posits could have been made. These spe¬ 
cial rules are contained in ft 3.1 (b) and 

(c) of Part 3 of 26 CFR Chapter I. 

This document would further amend 
the regulations by extending the rules 
established by the outstanding regula¬ 
tions. as amended, to taxable years be¬ 
ginning during 1974. 

The regulations are effective until the 
issuance of final regulations to bp pre¬ 
scribed by the Commissioner of Internal 
Revenue and approved by the Secretary 
or his delegate and prescribed by the 
Secretary of Commerce or his delegate. 
These regulations have been Issued 
Jointly by the Secretary of the 
Treasury and the Secretary of Com¬ 
merce and also appear under 46 CFR 
Part 390 (Maritime) and 50 CFR Part 
259 (Fisheries). 

In order to extend the provisions of 
the regulations under section 21 (a) of 
the Merchant Marine Act of 1970 to tax¬ 
able years beginning In 1974, ft 3.1 of 
Chapter I of 26 CFR is amended by re¬ 
vising so much of such ft 3.1 as precedes 
paragraph (a) thereof and by revising 
paragraph (d) thereof as follows: 

£3.1 Capital construction fund. 

In the case of a taxable year of a tax¬ 
payer beginning after December 31,1969, 
and before January I, 1975. the rules 


governing the execution of agreements 
and deposits under such agreements 
shall be as follows: 

• • • • • 

(d) Nothing In this section shall alter 
the rules and regulations governing the 
timing of deposits with respect to exist¬ 
ing capital and special reserve funds or 
with respect to the treatment of de¬ 
posits for any taxable year or years other 
than a taxable year or years beginning 
after December 31. 1969, and before 
January 1, 1975. 

Because of the need for immediate 
guidance with respect to the provisions 
contained in this Treasury decision, it 
Is found Impracticable to Issue it with 
notice and public procedure thereon un¬ 
der subsection (b) of section 553 of title 
5 of the United States Code or subject 
to the effective date limitation of sub¬ 
section <d). 

(This Treasury decision Is Issued under 
the authority contained In section 607 of the 
Merchant Marine Act. 1936 (46 US.C. 1177) 
as amended by section 21 (a) of the Mer¬ 
chant Marine Act of 1970 (84 8tat. 1026), 
and under the authority contained In sec¬ 
tion 7805 of the Internal Revenue Code of 
1954 ( 68A Stat. 917; 26 US.C. 7805).) 

f seal 1 Donald C. Alexander, 

Commissioner of 
Internal Revenue . 

Approved: December 31. 1974. 

Frederic W. Hickman, 

Assistant Secretary of the 
Treasury. 

Robert W. White. 

Administrator . National Oceanic 
and Atmospheric Administra¬ 
tion. 

Robert J. Blackwell, 

Assistant Secretary of Commerce 
for Maritime Affairs . 

|FR Doc.75-439 FUed 1-6-75:8:45 am] 


|T.D. 7340] 

INCOME, ESTATE AND GIFT TAX 

Charitable Deduction for Contributions, Be¬ 
quests, or Gifts of Guaranteed Annuity 
Interests or Unitrust Interests 

By a notice of proposed rule making 
appearing in the Federal Register on 
April 2. 1971 (36 FR 6082>. amendments 
to the Income Tax Regulations (26 CFR 
Part 1) were proposed in order to con¬ 
form those regulations to section 201 (a), 
relating to charitable contributions, and 
section 201 (f). relating to bargain sales 
to a charitable organization, of the Tax 
Reform Act of 1969 (Pub. L. 91-172, 83 
Stat 549, 564). So much of those pro¬ 
posed regulations as was contained In 
§ 1.170A-6 (c) (2). relating to the defi¬ 
nition of annuity trust interest and uni¬ 
trust interest, was withdrawn, and an 
amendment in lieu of the withdrawn 
portion was proposed, by a notice of 
proposed rule making appearing in the 
Federal Register on April 21. 1972 (37 
FR 7890). The purpose of the amendment 
of the Income Tax Regulations proposed 
on April 21, 1972, was to conform to cor- 
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responding provisions in the proposed 
amendment of the Gift Tax Regulations 
(26 CFR Part 25) contained in § 25.2522 
<c)-3 <c) (2) (v> and (vt>. as published 
in the Federal Register on April 21. 1972 
(37 FR 7900>. with notice of proposed 
rule making. 

The proposed amendment of § 25.2522 
(c>-3 (c) (2) (v) and <vi) was adopted 
with certain changes by T.D. 7318. as 
published in the Federal Register on 
July 11. 1974 (39 FR 25459). Consistently 
with those changes, and after considera¬ 
tion of all such relevant matter as was 
presented by interested persons regard¬ 
ing the amendment of the Income Tax 
Regulations proposed on April 21. 1972, 
that amendment Is adopted by this docu¬ 
ment. subject to certain changes. 

The rules on annuity trust interests 
and unitrust Interests have been revised 
by changing the term ‘ annuity trust in¬ 
terest** to “guaranteed annuity interest” 
and by making clear that an Individual 
whose life determined the payment of a 
guaranteed annuity interest must be liv¬ 
ing at the date of contribution, and to 
permit selection of valuation dates in the 
case of a unitrust interest. In addition, 
the rules on payments by a split-interest 
trust for private purposes have been re¬ 
vised to eliminate their application to 
payments of guaranteed annuities or 
unitrust amounts for a private purpose, 
provided, however, that the obligation to 
pay the guaranteed annuity or unitrust 
amount for a charitable purpose begins 
as of the date of creation of the trust 
and that the obligation to pay the guar¬ 
anteed annuity or unitrust amount for a 
private purpose does not precede in point 
of time the obligation to pay any guaran¬ 
teed annuity or unitrust amount for a 
charitable purpose and provided that the 
governing instrument of the trust does 
not provide for any preference or pri¬ 
ority in respect of any payment for a 
private purpose as opposed to any pay¬ 
ment for a charitable purpose. In addi¬ 
tion, new examples have been added to 
f 1.170A-8 and certain technical changes 
have been made in that section. Very 
minor technical changes have also been 
made in §} 1.170A-1 and 1.170A-10 of 
the Income Tax Regulations. Changes 
have also been made to correct an error 
in the statement of facts in example (3) 
in f 20.2055-2(0 (2) (iv) of the Estate 
Tax Regulations and in 9 25.2522<c>-3 
(d)(2)(iv) of the Gift Tax Regulations. 

In view of the foregoing, the amend¬ 
ment of the regulations as proposed is 
hereby adopted, subject to the changes 
set forth below: 


PART 1—INCOME TAX: TAXABLE YEARS 
BEGINNING AFTER DECEMBER 31, 1953 

1. Section 1.170A-1 is amended by de¬ 
leting subparagraph (8) of paragraph 
<h> and by redesignating subparagraphs 
(9). (10). and (11) of paragraph (h) as 
subparagraphs (8). (9). and (10). re¬ 
spectively. 

2. The amendment of 9 1J70A-6, as 
set forth in the notice of proposed rule 
making. Is changed by adding amend¬ 
ments of paragraph (c)(1), paragraph 


(c)(3) (i), (ii). and (ill), examples (1) 
and (3)(a) in paragraph (c)(5), and 
paragraph (d)(3), and by revising para¬ 
graph (c)(2). as follows: 

§ 1.170 \—6 Charitable contribution* in 
tru*l. 


(c) Charitable contribution of an In¬ 
come interest in trust —(1) In general. 
No deduction Is allowed under section 
170 for the fair market value of a chari¬ 
table contribution of an income interest 
in property which is less than the donors 
entire interest in the property and which 
the donor transfers in trust unless the 
income interest is either a guaranteed 
annuity interest or a unitrust interest, 
as defined in paragraph (c)(2) of this 
section, and the grantor is treated as the 
owner of such interest for purposes of 
applying section 671, relating to grantors 
and others treated as substantial owners. 
See section 4947(a) (2) for the applica¬ 
tion to. such income interests in trust 
of the provisions relating to private 
foundations and section 508(e) for roles 
relating to provisions required in the 
governing instruments. 

(2) Definitions. For purposes of this 
paragraph— 

(i) Guaranteed annuity interest. (A) 
An Income interest is a “guaranteed an¬ 
nuity interest”, only if it Is an irrevoc¬ 
able right pursuant to the governing In¬ 
strument of the trust to receive a guar¬ 
anteed annuity. A guaranteed annuity is 
an arrangement under which a determi¬ 
nable amount is paid periodically, but 
not less often than annually, for a spe¬ 
cified term or for the life or lives of an 
individual or Individuals, each of whom 
must be living at the date of transfer 
and can be ascertained at such date. For 
example, the annuity may be paid for 
the Ufe of A plus a term of years. An 
amount is determinable If the exact 
amount which must be paid under the 
conditions specified in the governing in¬ 
strument of the trust can be ascertained 
as of the date of transfer. For example, 
the amount to be paid may be a stated 
sum for a term, or for tire life of an In¬ 
dividual. at the expiration of which it 
may be changed by a specified amount, 
but it may not be redetermined by refer¬ 
ence to a fluctuating tndex such as the 
cost of living index. In further illustra¬ 
tion, the amount to be paid may be ex¬ 
pressed in terms of a fraction or per¬ 
centage of the cost of living index on the 
date of transfer. 

(B) An income interest Is a guaran¬ 
teed annuity interest only if it is a guar¬ 
anteed annuity interest in every respect. 
For example. If the income interest is 
the right to receive from a trust each 
year a payment equal to the lesser of a 
sum certain or a fixed percentage of the 
net fair market value of the trust assets, 
determined annually, such Interest is not 
a guaranteed annuity interest. 

(C) Where a charitable interest is in 
the form of a guaranteed annuity inter¬ 
est, the governing instrument of the 
trust may provide that income of the 
trust which is in excess of the amount 
required to pay the guaranteed annuity 
interest shall be paid to or for the use of 


a charitable organization. Nevertheless, 
the amount of the deduction under sec¬ 
tion 170(f) (2) (B) shall be limited to the 
fair market value of the guaranteed an¬ 
nuity interest as determined under para¬ 
graph (c) <3) of this section. For a rule 
relating to treatment by the grantor of 
any contribution made by the trust in 
excess of the amount required to pay the 
guaranteed annuity Interest, see para¬ 
graph <d) (2>(11> of this section. 

<D) If the present value on the date 
of transfer of all the income interests 
for a charitable purpose exceeds 60 per¬ 
cent of the aggregate fair market value 
of all amounts in the trust (after the 
payment of liabilities), the income in¬ 
terest will not be considered a guaran¬ 
teed annuity interest unless the govern¬ 
ing instrument of the trust prohibits 
both the acquisition and the retention 
of assets which would give rise to a tax 
under section 4944 if the trustee had ac¬ 
quired such assets. The requirement in 
this subdivision (D) for a prohibition 
in the governing instrument against the 
retention of assets which would give rise 
to a tax under section 4944 if the trustee 
had acquired the assets shall not apply 
to a transfer in trust made on or before 
May 21. 1972 

(E> An income Interest consisting of 
an annuity transferred In trust after 
May 21. 1972. will not be considered a 
guaranteed annuity interest if any 
amount other than an amount in pay¬ 
ment of a guaranteed annuity interest 
may be paid by the trust for a private 
purpose before the expiration of all the 
income interests for a charitable purpose, 
unless such amount for a private pur¬ 
pose is paid from a group of assets which, 
pursuant to the governing instrument of 
the trust, arc devoted exclusively to pri¬ 
vate purposes and to which section 4947 
(a) (2) is inapplicable by reason of sec¬ 
tion 4947(a)(2)(B). The exception in 
the immediately preceding sentence with 
respect to any guaranteed annuity for a 
private purpose shall apply only if the 
obligation to pay the annuity for a 
charitable purpose begins as of the date 
of creation of the trust and the obliga¬ 
tion to pay the guaranteed annuity for a 
private purpose does not precede in point 
of time the obligation to pay the annuity 
for a charitable purpose and only if the 
governing instrument of the trust does 
not provide for any preference oc priority 
in respect of any payment of the guaran¬ 
teed annuity for a private purpose as op¬ 
posed to any payment of any annuity for 
a charitable purpose. For purposes of 
this subdivision <E). an amount Is not 
paid for a private purpose if it Is paid for 
an adequate and full consideration In 
money or money's worth. See 9 53.4947-1 
(c) of this chapter (Foundation Excise 
Tax Regulations) for rules relating to 
the inapplicability of section 4947(a) (2) 
to segregated amounts in a split-interest 
trust. 

Example. In 1975, E. transfers 476,000 In 
trust with the requirement that an annuity 
of 45.000 a year, payable annually at the end 
of each year, be paid to B. an Individual, far 
a period of 5 year* and thereafter an annuity 
of 45.000 a year, payable annually at the end 
of each year, be paid to M Charity for a 
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period of 5 years, 'lh© remainder Is to be 
paid to C. an Individual No deduction la 
allowed under subparagraph <1) of this para¬ 
graph with respect to the charitable annuity 
because It Is not a -guaranteed annuity In¬ 
terest** within the meaning of this subdivi¬ 
sion. 

(P) For rules relating to certain gov¬ 
erning instrument requirements and to 
the imposition of certain excise taxes 
where the guaranteed annuity interest Is 
in trust and for rules governing payment 
of private income Interests by a split-in¬ 
terest trust, see section 4947(a)(2) and 
(b)(3)(A), and the regulations there¬ 
under. 

<U) Unitrust interest. (A) An income 
interest is a "unitrust interest" only if it 
Is an irrevocable right pursuant to the 
governing Instrument of the trust to re¬ 
ceive payment, not less often than an¬ 
nually. of a fixed percentage of the net 
fair market value of the trust assets, 
determined annually. In computing the 
net fair market value of the trust assets, 
ail assets and liabilities shall be taken 
into account without regard to whether 
particular items are taken into account 
in determining the income of the trust. 
The net fair market value of the trust 
assets may be determined on any one 
date during the year or by taking the 
average of valuations made on more than 
one date during the year, provided that 
the same valuation date or dates and 
valuation methods are used each year. 
Where the governing instrument of the 
trust does not specify the valuation date 
or dates, the trustee shall select such 
date or dates and shall Indicate his selec¬ 
tion on the first return on Form 1041 
which the trust is required to file. Pay¬ 
ments under a unitrust interest may be 
paid for a specified term or for the life 
or lives of an individual or individuals, 
each of whom must be living at the date 
of transfer and can be ascertained at 
such date. For example, the unitrust in¬ 
terest may be paid for the life of A plus 
a term of years. 

(B) An income interest is a unitrust 
Interest only if It Is a unitrust interest 
in every respect. For example, if the in¬ 
come interest is the right to receive from 
a trust each year a payment equal to the 
lesser of a sum certain or a fixed per¬ 
centage of the net fair market value of 
the trust assets, determined annually, 
such interest Is not a unitrust Interest. 

(C) Where a charitable interest Is in 
the form of a unitrust Interest, the gov¬ 
erning Instrument of the trust may pro¬ 
vide that income of the trust which is in 
excess of the amount required to pay 
the unitrust interest shall be paid to or 
for the use of a charitable organization. 
Nevertheless, the amount of the deduc¬ 
tion under section 170(f)(2)(B) shall 
be limited to the fair market value of 
the unitrust interest as determined under 
paragraph (c)(3) of this section. For a 
rule relating to treatment by the grantor 
of any contribution made by the trust 
in excess of the amount required to pay 
the unitrust interest, see paragraph (d) 
(2) (11) of this section. 

(D) An income Interest in the form 
of a unitrust interest will not be consid¬ 
ered a unitrust Interest If any amount 


other than an amount in payment of a 
unitrust interest may be paid by the 
trust for a private purpose before the 
expiration of all the income interests 
for a charitable purpose, unless such 
amount for a private purpose is paid 
from a group of assets which, pursuant 
to the governing instrument of the trust, 
are devoted exclusively to private pur¬ 
poses and to which section 4947(a)(2) 
is inapplicable by reason of section 4947 
(a)(2)(B). The exception in the imme¬ 
diately preceding sentence with respect 
to any unitrust interest for a private 
purpose shall apply only If the obligation 
to pay the unitrust interest for a charita¬ 
ble purpose begins as of the date of cre¬ 
ation of the trust and the obligation to 
pay the unitrust interest for a private 
purpose does not precede in point of 
time the obligation to pay the unitrust 
interest for a charitable purpose and 
only if the governing Instrument of the 
trust does not provide for any preference 
or priority In respect of any payment of 
the unitrust interest for a private pur¬ 
pose as qpposed to any payments of any 
unitrust Interest for a charitable pur¬ 
pose. For purposes of this subdivision 
(D). an amount is not paid for a private 
purpose if it is paid for an adequate and 
full consideration in money or money's 
worth. 8ee 5 53.4947-1 (c) of this chapter 
(Foundation Excise Tax Regulations) 
for rules relating to the inapplicability 
of section 4947(a)(2) to segregated 
amounts in a split-interest trust. 

(E) For rules relating to certain gov¬ 
erning instrument requirements and to 
the Imposition of certain excise taxes 
where the unitrust interest is in trust and 
for rules governing payment of private 
income Interests by a split-interest trust, 
see section 4947(a) (2 > and (b)(3)(A), 
and the regulations thereunder. 

(3) Valuation of income interest, (i) 
The deduction allowed by section 170(f) 
(2) (B) for a charitable contribution of a 
guaranteed annuity interest is limited to 
the fair market value of such interest on 
the date of contribution, as computed 
under $ 20.2031-10 of this chapter (Es¬ 
tate Tax Regulations). 

(11) The deduction allowed under sec¬ 
tion 170(f) (2) <B) for a charitable con¬ 
tribution of a unitrust interest is limited 
to the fair market value of the unitrust 
Interest on the date of contribution. The 
fair market value of the unitrust inter¬ 
est shall be determined by subtracting 
the present value of all interests in the 
transferred property other than the uni¬ 
trust interest from the fair market value 
of the transferred property. 

(ill) If by reason of all the conditions 
and circumstances surrounding a trans¬ 
fer of an income interest in property in 
trust it appears that the charity may not 
receive the beneficial enjoyment of the 
interest, a deduction will be allowed un¬ 
der paragraph (c) (1) of tills section only 
for the minimum amount it is evident 
the charity will receive. The application 
of this subdivision may be illustrated by 
the following examples: 

Example (J). In 1972. B transfers $20,000 
tn trust with the requirement that M Church 
be paid a guaranteed annuity Interest (aa 
defined in subparagraph (2) (I) of this para¬ 


graph) of $4,000. payable annually at the 
end of each year for 9 year*, and that the 
residue revert to himself. Since the fair 
market value of an annuity of $4,000 a year 
for a period of 9 years, as determined under 
Table B In f 20.2031-10(f) of this chapter. 
Is $27,206.80 ($4,000 x 6 8017), It appears 
that M will not receive the beneficial en¬ 
joyment of the Income Interest. Accordingly, 
even though B la treated as the owner of the 
trust under section 673. he Is allowed a 
deduction under subparagraph (1) of this 
paragraph for only $20,000. which la the 
minimum amount it Is evident M wUl re¬ 
ceive. 

Example (2). In 1975. C transfers $40,000 In 
trust with the requirement that D. an in¬ 
dividual. and X Charity be paid simultane¬ 
ously guaranteed annuity interests (aa de¬ 
fined in subparagraph (2)(1) of this para¬ 
graph) of $5,000 a year each, payable an¬ 
nually at the end of each year, for a period 
of 5 years and that the remainder be paid 
to 0's children. The fatr market value of two 
annuities of $5,000 each a year for a period 
of 5 years Is $42,124 ([$5,000 X 4.2124] x 2). 
as determined under Table B In I 20.2031-10 
(f) of this chapter. The trust Instrument 
provides that In the event the trust fund U 
insufficient to pay both annuities In a given 
year, the trust fund will be evenly divided 
between the charitable and private annu¬ 
itants. The deduction under subparagraph 

(1) of this paragraph with respect to the 
charitable annuity will be limited to $20,000. 
which Is the minimum amount It Is evident 
X will receive. 

Example (3). In 1975, D transfers $66,000 
In trust with the requirement that a guar¬ 
anteed annuity interest (as defined In sub¬ 
paragraph (2) (i) of this paragraph) of 
$5,000 a year, payable annually at the end 
of each year, be paid to Y Charity for a 
period of 10 years and that a guaranteed an¬ 
nuity Interest (as defined In subparagraph 

(2) (1) of this paragraph) of $5,000 a year, 
payable annually at the end of each year, 
be paid to W, his wife, aged 62, for 10 years 
or until her prior death. The annuities are 
to be paid simultaneously, and the re¬ 
mainder Is to be paid to D’s children. Tho 
fair market value of the private annuity Is 
$33,877 ($5,000 x 6,7754), as determined pur¬ 
suant to | 20 203l-l0(e) of this chapter and 
by the use of factors involving one life and 
a term of years as published in Publication 
723A (12-70). The fair market value of the 
charitable annuity is $36,800.50 ($5,000 x 
7.3601), as determined under Table B in 
1 20 2031-10(0 of this chapter. It Is not 
evident from the governing Instrument of 
the trust or from local law that the trustee 
would be required to apportion the trust 
fund between the wife and charity in the 
event the fund were insufficient to pay both 
annuities in a given year. Accordingly, the 
deduction under subparagraph (1) or this 
paragraph with respect to the charitable 
annuity will be limited to $31,123 ($65,000 
less $33,877 | the value of the private an¬ 
nuity)), which Is the minimum amount it Is 
evident Y will receive. 


(5) Illustrations . • • • 

Example (I). On January 1, 1970, A con¬ 
tributes to a church In trust a 9-year irre¬ 
vocable Income Interest In property. Both 
A and the trust report Income on a calendar 
year basis The fair market value of the 
property placed In trust Is $10,000. The trust 
Instrument provides that the church will re¬ 
ceive an annuity of $500, payable annually 
at the end of each year for 9 years. The 
Income interest is a guaranteed annuity In¬ 
terest as defined in subparagraph (2) (1) of 
this paragraph: upon termination or such 
interest the residue of the trust Is to revert 
to A. By reference to Table B In I 20.2031-10 
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<f) of UiU chapter* It 1* fouod that the fig¬ 
ure in ooJuran (2) opposite 0 years is 6.8017. 
The present ralvie of the annuity la there¬ 
fore $3,400.86 ($500 x 6.8017). The present 
value of the Income Interest and A's chari¬ 
table contribution for 1070 la $3,400.85. 


Example (3). (a) On January 1, 1970. O 
contributes to a church In trust a 9-year 
irrevocable income Interest In property. Both 
C and the tmst report income on a calendar 
year basis. The fair market value of the 
property placed in trust Is $10,000. The trust 
instrument provides that the church will re¬ 
ceive an annuity of $500. payable annually 
at the end of each year for 9 yean. The 
Income interest la a guaranteed annuity in¬ 
terest as defined In subparagraph (2)11) of 
this paragraph; upon termination of such 
interest the residue of the trust la to revert 
to C. CTs charitable contribution for 1970 la 
$3,40085, determined aa provided In example 
(l). The trust earns Income of $600 In 1970. 
$400 in 1071. and $500 in 1972. all of which 
la taxable to C under section 671. The church 
Is paid $500 at the end of 1970,1971. and 1972, 
respectively. On December 31,1972, C dies and 
ceases to be treated as the owner of the in¬ 
come Interest under section 673. 

• • • e e 

(d) Denial of deduction for certain 
contributions by a trust. • • • 

(3) Although a deduction for the fair 
market value of an income interest In 
property which is less than the donor’s 
entire interest in the property and which 
the donor transfers in trust is disallowed 
under section 170 because such interest 
is not a guaranteed annuity interest, or a 
unitrust interest, as defined In paragraph 
<c> (2) of this section, the donor may be 
entitled to a deduction under section 671 
and I 1.671-2<c) for any charitable con¬ 
tributions made by the trust if he Is 
treated os the owner of such Interest for 
purposes of applying section 671. 

• • • • • 

3. Section 1.170A-10 is amended by re¬ 
vising paragraph (c) (2) <ii) <a) to read 
as follows: 

§ 1.I70A-I0 Charitable contribution* 
carryover* of indb ulunl*. 


(c) 30-percent charitable contribu¬ 
tions carryover of individuals. • • • 

(2) Determination of amount treated 
as paid in taxable years succeeding con¬ 
tribution year. • • • 

(U) • • • 

(a) The charitable contributions ac¬ 
tually made (computed without regard 
to the provisions of section 170(b)(1) 
<DMU) and (d)(1) and this section) by 
the taxpayer in such succeeding taxable 
year to section 170(b)(1)(A) organiza¬ 
tions, 

• • • • • 

PART 20—ESTATE TAX; ESTATES OF DE¬ 
CEDENTS DYING AFTER AUGUST 16, 1954 

4. Section 20.2055-2 is amended by re¬ 
vising example <3> in paragraph (f)(2) 
(tv) to read as follows: 

g 20.2053-2 Transfer* not cxrlurircly 
for charitable purpoMH. 

• • • • • 

(f) Valuation of charitable Inter¬ 
est." • 


(2) Certain decedents dying after 
July 31,1969. • • • 

<lv> • • • 

Example (J). In 1976. D die* bequeathing 
$65,000 in trust with the requirement that a 
guaranteed annuity interest (as defined In 
paragraph (e)(2)(v) of this eectkm) of 
$5,000 a year, payable annually at the end of 
each year, be paid to Y Charity for a period 
of 10 yearn and that a guaranteed annuity 
In terra t (aa defined In paragraph (•) (2) < v) 
of LhU section) of $5,000 a year, payable 
annually at the end of each year, be paid to 
W. his widow, aged 63, for 10 years or untU 
her prior death. The annuities are to be paid 
simultaneously, and the remainder la to be 
paid to D*s children. The fair market value 
of the private annuity Is $33,877 ($5,000 x 
6.7754), as determined pursuant to f 30.2031- 
10 (e) and by the uee of factors Involving 
one life and a term of jeans as published in 
Publication 723A (13-70). The fair market 
value of the charitable annuity U $36,800 50 
($5,000 x 7-3601), as determined under Table 
B In l 20.2031-10 (f). It Is not evident from 
the governing Instrument of the trust or from 
local law that the trustee would be required 
to apportion the trust fund between the 
widow and charity In the event the fund 
were insufficient to pay both annuities in a 
given year. Accordingly, the deduction with 
respect to the charitable annuity will be 
limited to $31,123 ($65,000 less $33,877 |the 
value of the private annuity)). which Is the 
minimum amount It Is evident the charity 
will receive. 


PART 25—GIFT TAX; GIFTS MADE AFTER 
DECEMBER 31, 1954 

5. Section 25 2522 (c>-3 is amended by 
revising example (3) in paragraph <d> 
(2) Ov) to read as follows: 

§ 25.2522(c)—3 Transfers not exclu¬ 
sively for charitable, etc., purpose* in 
the case of gifts made after July 31, 
1969. 


(d) Valuation of charitable inter¬ 
est. • • • 

(2) Certain transfers after July 31, 
1969. • • • 

<lv) • • • 

Example (3).In 1975, D transfers $65,000 In 
trust with the requirement that a guaranteed 
annuity Interest (as defined In paragraph 
(c)(2)(v) of this section) of $5,000 a 
year, payable annually at the end of each 
year, be paid to Y Charity for a period of 
10 years and that a guaranteed annuity 
Interest (as defined in paragraph (c) (3) (v) 
of this section) of $5,000 a year, payable 
annually at the end of each year, be paid to 
W. his wife, aged 63. for 10 years or until her 
prior death. The annuities are to be paid 
simultaneously, and the remainder is to be 
paid to D*s children. The fair market value 
of the private annuity Is $33,877 ($5,000 x 
6.7754), as determined pursuant to 
125.3512-9(c) and by the use of factors 
involving one life and a term of years as 
published in Publication 723A (12-70). The 
fair market value of the charitable annuity 
la $35,800.50 ($5,000 x 7 3601). as determined 
under Table B In I 25 2512 0(f). It is not 
evident from the governing Instrument of 
the trust or from local law that the trustee 
would be required to apportion the trust 
fund between the wife and charity in the 
event the fund were Insufficient to pay both 
annuities in a given year. Accordingly, the 
deduction with respect to the charitable 
annuity will be limited to $31,123 ($65,000 
lea* $33877 (the value of the private 


annuity]). which is the minimum amount it 
is evident the charity will receive. 


(This Treasury decision Is issued under 
the authority contained In section 7805 of 
the Interna] Revenue Code of 1964 (68A Stat. 
917; 26 U-S.C. 7805).) 

(seal) Dokald C. Alexander, 
Commissioner of Internal Revenue. 

Approved: December 31.1974. 

Ernest S. Christian. Jr., 

Acting Assistant Secretary of the 
Treasury. 

(FR Doc.75-437 FUed 1-6-75:8:45 am) 


Title 27—Alcohol, Tobacco Products and 
Firearms 

CHAPTER I—BUREAU OF ALCOHOL, 
TOBACCO AND FIREARMS 

|TD. ATF-12; Reference Notice No. 269) 

PART 4— LABELING AND ADVERTISING 
OF WINE 

Metric Standards of Fill 

Correction 


In FR Doc. 74-30426 appearing in the 
issue for Tuesday, December 31. 1974 
make the following changes: 

Section 4.37(b)(1) on page 45220 In 
the third column, and also appearing on 
page 45222 In the middle column should 
read as follows: 

(1) For the metric standards of DU: 

3 liters (101 fl. oz.) 


1.5 liters 
1 liter 

750 milliliters 
375 milliliters 
187 milliliters 
100 milliliters 


(50.7 ti. os.) 
(33.8 D. oz.) 
(25.4 0. oz.) 
(12.7 fl. oz.) 
(6.3 D. oz.) 
<3.4 D. OZ.) 


Title 32—National Defense 

CHAPTER XIV—THE RENEGOTIATION 
BOARD 

PART 1459—COSTS ALLOCABLE TO AND 

ALLOWABLE AGAINST RENEGOTIABLE 

BUSINESS 

PART 1470—INFORMATION REQUIRED 
OF CONTRACTORS 

Miscellaneous Amendments 

Correction 

In FR Doc. 74-30009, appearing at 
page 44450 in the Issue for Tuesday, De¬ 
cember 24. 1974, make the following 
changes: 

In | 1459.1: 

a. In the 11th line in the first column 
on page 44451, insert the word “section.** 
between the words “this” and “Except’*. 

b. In the 8th line of paragraph (b) <2> 
(ii>. delete the word “subsection”. 

c. The 15th line of paragraph (b)(6), 
now reading “In the determination of 
taxable income" should be deleted and 
the phrase “deductible or excludable 
from Income” should be Inserted In its 
place. 

d. In the 19th line of paragraph (b) 
(5). the word “determinatoin" should be 
spelled “determination”. 

e. In paragraph (b)(8), the 10th and 
11th lines were switched. The line begin- 


FlDERAl REGISTER, VOL 40, NO. 4—TUESDAY, JANUARY 7, 1975 








RULES AND REGULATIONS 


1211 


nlng "such costs for . . ” should appear 
immediately above the line beginning 
“Thus, a cost.. 

f. In the 12th line of paragraph (b) 
(6>. the word “pro-” should be changed 
to read “Pro-”. 

g. In the 13th line of paragraph (b) 
<6). the word “regulation” should be 
changed to read “Regulation”. 


Title 38—Pensions. Bonuses, and 
Veterans' Relief 

CHAPTER I—VETERANS 
ADMINISTRATION 

PART 3—ADJUDICATION 

SUBPART A—PENSION. COMPENSATION, AND 
DEPENDENCY AND INDEMNITY COMPENSATION 

Termination of Incompetency 

On pages 40176 and 40177 of the Fed¬ 
eral Register of November 14, 1974, there 
was published a notice of proposed regu¬ 
latory development to delete an obsolete 
provision in 5 3.353(b), Title 38, Code of 
Federal Regulations relating to determi¬ 
nations of incompctcncy and competency. 
Interested persons were given 30 days In 
which to submit comments, suggestions, 
or objections regarding the proposed 
regulation. 

One written comment on the proposed 
change was received. This comment was 
directed to 13.353 os it might afreet 
elderly citizens and urged retention of 
safeguards for the fundamental rights of 
payees. However, the regulatory amend¬ 
ment as published did not propose any 
procedural changes and docs not in any 
way affect the rights of claimants. The 
change is editorial In nature, made solely 
to delete language which had been made 
obsolete by prior statutory and regula¬ 
tory changes. For this reason the pro¬ 
posed amendment Is hereby adopted 
without change and is set forth below. 

Effective date . Section 3.353(b) Is ef¬ 
fective July 1, 1974. 

Approved: December 31, 1974. 

By direction of the Administrator. 

[seal] Odell W. Vaughn, 

Deputy Administrator. 

1. Section 3.352 is revised to read os 
follows: 

§ 3.352 ftrtrrmination of permanent 
need for regular aid and uttewlauec 
■nd “permanently bedridden**. 

(ft) Basic criteria. The following will 
be accorded consideration in determining 
the need for regular aid and attendance: 
inability of claimant to dress or undress 
himself (herself), or to keep Mmself 
(herself) ordinarily clean and present¬ 
able: frequent need of adjustment of any 
special prosthetic or orthopedic appli¬ 
ances which by reason of the particular 
disability cannot be done without aid 
(this will not include the adjustment of 
appliances which norma] persons would 
be unable to adjust without aid. such as 
supports, belts, lacing at the back, etc.); 
Inability of claimant to feed himself (her¬ 
self) through loss of coordination of up¬ 
per extremities or through extreme weak¬ 
ness; inability to attend to the w*ants of 
nature; or incapacity, physical or men¬ 


tal, which requires care or assistance on 
a regular basis to protect the claimant 
from hazards or dangers incident to his 
or her daily environment. 'Total blind¬ 
ness” as well as "bedridden.” will be a 
proper basis for the determination. For 
the purpose of this section “bedridden” 
will be that condition which, through its 
essential character, actually requires that 
the claimant remain in bed. The fact that 
claimant has voluntarily taken to bed or 
that a physician lias prescribed rest in 
bed for the greater or lesser part of the 
day to promote convalescence or cure will 
not suffice. It Is not required that all of 
the disabling conditions enumerated in 
this paragraph be found to exist before 
a favorable rating may be made. The 
particular personal functions which the 
veteran is unable to perform should be 
considered in connection with his or her 
condition as a whole. It is only necessary 
that the evidence establish that the 
veteran is so helpless as to need regular 
aid and attendance, not that there be a 
constant need. Determinations that the 
veteran is so helpless, solely by reason of 
service-connected compensable disease 
or injuries (38 U.S.C. 310 and 331) or 
without regard to service connection (38 
UJS.C. 511 and 512) as to be in need of 
regular aid and attendance will not be 
based solely upon an opinion that the 
claimant's condition is such as would re¬ 
quire him or her to be in bed. They must 
be based on the actual requirement of 
personal assistance from others. If the 
claimant is able to be out of bed and can 
walk around entirely unassisted by 
others, he or she cannot generally be re¬ 
garded as meeting the requirements of 
the law and VA regulations: however, 
the other enumerated types of personal 
assistance must be considered. 

(b) Hospitalization at veteran's ex¬ 
pense. Where a beneficiary is hospital¬ 
ized at his or her own expense in a pri¬ 
vate Institution, the same criteria will be 
necessary in determining the need for 
regular aid and attendance as would 
be required were he or she at home, and 
the hospitalization will not be considered 
as a fact indicating the existence of the 
need. 

(c) Attendance by relative . The per¬ 
formance of the necessary nursing or 
attendant's service by a relative of the 
beneficiary or other member of his or 
her household will not prevent the grant¬ 
ing of the additional allowance. 

2. In 8 3.353, paragraphs (a), (b) and 

(d) arc revised to read as follows: 

§ 3.353 Drtrrmination* of inrompt-lrnry 
and cumpeteury. 

(a> Definition of mental incompetency. 
A mentally Incompetent person is one 
who because of injury or disease lacks 
the mental capacity to contract or to 
manage his or her own affairs, including 
disbursement of funds without limita¬ 
tion. 

(b) Authority. Rating agencies are au¬ 
thorized to make official determinations 
of competency and incompetency for the 
purpose of existing laws. VA regulations 
and VA instructions. 8uch determina¬ 
tions will be controlling for purposes of 


insurance (38 UJ3.C. 722), the discon¬ 
tinuance and payment of amounts with¬ 
held because of an estate in excess of 
$1,500 <* 3.557(b)), and. subject to 

8 13.56 of this chapter, direct payment of 
current benefits. Where the veteran is 
rated incompetent the Veterans Services 
Officer of Jurisdiction will be informed of 
the possible necessity for the appoint¬ 
ment or recognition of a fiduciary. The 
Veterans Services Officer will develop in¬ 
formation as to the veteran's social, eco¬ 
nomic and industrial adjustment. If the 
Veterans Services Officer upon review of 
thLs evidence concurs in the rating of 
Incompetency he or she will proceed to 
effect the appointment of a fiduciary, or 
If the veteran is married, to recommend 
release of payments to the veteran's wife 
or husband as provided in $ 13.57 of this 
chapter (38 UB.C. 3202<f>), or recom¬ 
mend payment in accordance with 
8 13.56 of this chapter. The recommen¬ 
dation will be effectuated. If the Vet¬ 
erans Services Officer is of the opinion 
that the veteran is capable of adminis¬ 
tering the funds payable without limita¬ 
tion. the evidence on which that opinion 
is based will be referred to the rating 
agency with a statement as to his or her 
conclusion. The rating agency will con¬ 
sider this evidence together with all 
other evidence of record In determining 
whether its prior decision should be re¬ 
vised or continued. Reexamination may 
be requested as provided in 8 3.327(d) if 
necessary to properly evaluate the extent 
of disability. 

• • • • • 

(d) Presumption in favor of compe¬ 
tency. Where there is doubt as to whether 
the veteran is capable of administer¬ 
ing his or her funds such doubt will bo 
resolved In favor of competency. 

[FR Doc.75-404 Filed 1-6-73:8:46 am] 

Title 40—Protection of Environment 

CHAPTER I—ENVIRONMENTAL 
PROTECTION AGENCY 

|FILL 315-2) 

SUBCHAPTER E—PESTICIDE PROGRAMS 
PART 180—TOLERANCES AND EXEMP¬ 
TIONS FROM TOLERANCES FOR PESTI¬ 
CIDE CHEMICALS IN OR ON RAW AGRI¬ 
CULTURAL COMMODITIES 

Certain Inert Ingredients in Pesticide 
Formulations 

In response to the notice published by 
the Environmental Protection Agency in 
the Federal Register of October 18. 1974 
(39 FR 37216), proposing establishment 
of exemptions from tolerance require¬ 
ments under provisions of section 408 of 
the Federal Food, Drug, and Cosmetic Act 
for 15 inert (or occasionally active) In¬ 
gredients in pesticide formulations, no 
comments or requests for referral to an 
advisory committee were received. 

It Is concluded that the proposal should 
be adopted, deleting three of the inert in¬ 
gredients (ferric chloride, isobutyl alco¬ 
hol. and maleic anhydride copolymer 
with methylvinyl ether) which have al¬ 
ready been exempted from the require¬ 
ment of a tolerance by an order w r hich 
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appeared in the Federal Register of 
November 12. 1974 (39 FR 39878). 

Therefore, pursuant to provisions of 
the Federal Pood. Drug, and Cosmetic 
Act (sec. 408(e). 68 Stat. 514; 21 U.8.C. 
346a(e)). the authority transferred to 
the Administrator of the Environmental 
Protection Agency (35 FR 15623), and 
the authority delegated by the Adminis¬ 
trator to the Deputy Assistant Adminis¬ 
trator for Pesticide Programs (39 FR 
18805). | 180.1001 Is amended by alpha¬ 
betically inserting new items in para¬ 
graphs <c>, (d), and <e), as follows: 

§ 180.1001 Exemption from l!»r require¬ 
ment of n tolerance. 


<C> * * * 


Inert Ingredients 

Limit* 

Pas 

• • 

• 

• • 

Bacllta' tfiurln* 
gienit* fermenta¬ 
tion solid* and/or 
Mlubtafi. 


Diluent, ranirr. 

• • 

• 

• • 

Butylatcd hydro* 
xyanhol*. 

IlutytisU'l hjfiro* 
ly toluene. 

• tft< 99 " 1J11 

Antioxidant. 

Do. 

• • 

• 

• • 

l,3*Dlhydro-S. 

rtlwry-2.2.1* 

txtmotbyl- 

qulnoCrn*. 

Not mott 
than 
a02 f«rr* 
cent of 

iimiL 

Autlurldant. 


ride for¬ 
mula* 

Ikon. 


• • 

• 

• • 

Jadow. . 


. Solid dlloent. carrier. 

• • 

• 

• • 

ar-fjwKonylphrayll 


.. Surfactants, related 

poly (ox y propyl* 
wno) Work poly¬ 
mer with poly 
(axyrthykrnn); 


adjuvants of *ur* 
teclanta. 

polvoi yrthylMM 
control 30 to 90 
rook*; molecular 
weight averages 
i,ooa 



• • 

• 

• • 

Propyl gallate. 


.. Antioxidant. 

• • 

• 

• • 

Boy protein, 
totaled. 


.. Adhesive. 

(d) • • • 

Inert Ingredient* 

Limit* 

U*» 

• • 

• 

• • 

Calcium chloride... 


.. Stabilizer. 

• • 

• 

• • 

Graphite.. . 


_ Treatment old for 
seed*. 

• • 

• 

• • 

Polyethylene 

t,,,,. 

.. Solvent, deactivate*. 

glycol (mean 
molecular weight 
2ik) U> 9,500). 



• • 

• 

• • 

Sodium salt of Ui« 


.. BartocUnU. related 

InooluMe fraction 


adjuvant* of sur¬ 

of realm 


factant*. 

• • 


• • 


<e) • • • 


Inert Limits Uses 

Ingredients 


But y latod u __ 

hydroxy ontoK 

Buiylatra .^ 

hydros ytahicna. 


«*( p-Nonylpb*uyl) 
poly foiy- 
propylenel 
block polymer 
with poly 
(oxyethylenr); 
poly oiyethykne 
content JO to DO 
molen; molecular 
weight ivrrtffll 


Antioxidant. 

Dow 


Surfactants, rdoUd 
adjuvant* of 
rurfaeUnla. 


Pmpyl fxllatr. 


Soy protein. 

Iso! til i»d. 


AnUoiktant. 


..Adhesive, 


Any person who will be adversely af¬ 
fected by the foregoing order may at any 
time on or before February 6, 1975, file 
with the Hearing Clerk. Environmental 
Protection Agency. Room 1019E, 4th & 
M Streets SW.. Waterside Mall. Wash¬ 
ington. DC. 20460. written objections 
thereto in quintupllcate. Objections shall 
show wherein the person filing will be ad¬ 
versely affected by the order and specify 
with particularity the provisions of the 
order deemed objectionable and the 
grounds for the objections. If a hearing 
is requested, the objections must state 
the issues for the hearing. A hearing will 
be granted if the objections are supported 
by grounds legally sufficient to justify the 
relief sought. Objections may be accom¬ 
panied by a memorandum or brief in 
support thereof. 

Effective date . This order shall become 
effective on January 7. 1975. 

(S*c. 408(e). 68 SUt. 514; 21 U-B.C. 346a(o)) 
Dated: December 30. 1974. 

Lowell E, Miller. 

Acting Deputy Assistant Ad¬ 
ministrator for Pesticide Pro¬ 
prams. 

(FR Doc.75-275 Piled l-6-75;8:45 amj 


Title 45—Public Welfare 

SUBTITLE A— DEPARTMENT OF HEALTH, 
EDUCATION. AND WELFARE. GENERAL 
ADMINISTRATION 

PART 75—INFORMAL GRANT APPEALS 
PROCEDURES 

Indirect Cost Appeals 

A notice of proposed rulemaking was 
being published in the Federal Register 
on October 15. 1974. at 39 FR 36861 set¬ 
ting forth a proposal to establish a new 
Part 75 of Title 45. The proposed new 
part would establish informal procedures 
for resolving disputes arising in the ne¬ 
gotiation of indirect cost rates and cer¬ 


tain other cost allocations that are used 
in determining amounts to be reim¬ 
bursed under grants awarded by the 
constitutent agencies of the Department 
of Health. Education, and Welfare. The 
proposal stipulated that a grantee would 
be required to exhaust the informal pro¬ 
cedures before it would be allowed to 
submit a formal appeal to the Depart¬ 
mental Grants Appeals Board under Part 
16 of TiUe 45. 

Interested parties were given until 
November 14, 1974, to submit com¬ 
ments, suggestions, or objections to 
the proposed regulations. The following 
changes have been made based on 
the comments received: 

1. The term ‘ Regional Comptroller'* 
in 55 75.2(a). 75.3(c), 75.4, 75.6(b) and 
75.6(d) has been changed to “Assistant 
Regional Director for Financial Man¬ 
agement." This change has been made 
to reflect the formal title of the official 
responsible for supervising the negotia¬ 
tions covered by the regulations. Since 
the Assistant Regional Director for Fi¬ 
nancial Management is also known in¬ 
formally as the “Regional Comptroller”, 
a statement to this effect has been In¬ 
cluded in 5 75.3(c) to make it clear that 
both titles arc used Interchangeably. 

2. The language in 6 75.2(a)(4) lias 
been clarified by setting out fringe bene¬ 
fit rate negotiations as a separate type 
of negotiation. In the proposal, these 
negotiations were Included within the 
general phrase “other special rates.** The 
coverage of | 75.2(a)(4) has also been 
broadened to include computer, fringe 
benefit, and other special rates negoti¬ 
ated with all types of grantee organiza¬ 
tions. The proposal limited such cover¬ 
age to colleges and universities. 

Other major comments received are 
discussed below: 

1. One comment recommended that the 
scope of the procedures be extended to 
cover negotiations of rates and amounts 
conducted by the Social and Rehabilita¬ 
tion Service <8RS>. The procedures, 
however, are designed specifically for ne¬ 
gotiations conducted within an Office of 
the Regional Director of the Department. 
It would be inappropriate to apply them 
to tiie SRS negotiations since such nego¬ 
tiations are not conducted within the 
Office of the Regional Director. 

2. One comment suggested that a time 
limit of 30 days be established for the 
notifications described in 5 75.4. We do 
not believe that a specific time limit for 
this notification is necessary. The pro¬ 
posed language requires that the notifi¬ 
cation be made promptly, which we feel 
provides an adequate safeguard to insure 
that the notification is not unduly de¬ 
layed once it Ls determined that a dis¬ 
agreement cannot be resolved by nego¬ 
tiation. 
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Accordingly, with the changes noted 
above, the proposed regulations are 
adopted as set forth below. 

Effective date: This port becomes ef¬ 
fective on January 7.1975. 

Dated: December 11, 1974. 

John D. Youno. 

Assistant Secretary . Comptroller. 

Approved: January 2, 1975. 

Caspar W. Weinberger. 

Secretary of Health . Education, 
and Welfare. 

Title 45 of the Code of Federal Regula¬ 
tions is amended by adding a new Part 
75 to read as follows: 

PART 75—INFORMAL GRANT APPEALS 
PROCEDURES 

Subpart A—Indirect Co»t Appeal* 

See. 

75.1 Purpose. 

75 2 Scope. 

75.3 Definitions. 

75.4 Notification. 

75.6 8ubmU&lon to tho Regional Director. 
75.0 Action by the Regional Director. 

AuTHoarrr: Sections 1. 5, 0. and 7 of Re¬ 
organization Plan No. 1 of 1963. 18 PR 2053. 
07 8tat. 031. 

Subpart A—Indirect Cost Appeals 
g 75.1 Purpose. 

This subpart establishes informal pro¬ 
cedures for resolving disputes arising In 
the negotiation of indirect cost rates and 
certain other cost allocations (as set 
forth in $ lb2) that are used In deter¬ 
mining amounts to be reimbursed under 
grants awarded by the constituent agen¬ 
cies of the Department of Health. Edu¬ 
cation. and Welfare. A grantee must ex¬ 
haust the procedures set forth In this 
subpart prior to appealing a disputed 
issue(s) to the Departmental Grants Ap¬ 
peals Board under Part 10 of this title. 

g 75.2 Scope. 

(a) This subpart applies to disputes 
arising in the negotiation of the following 
rates or amounts conducted under the 
supervision of an Assistant Regional Di¬ 
rector for Financial Management of the 
Department: 

(1) Indirect cost rates negotiated 
with colleges and universities. State and 
local government agencies, hospitals, 
and non-profit institutions. 

(2) Patient care rates and amounts 
associated with the care of patients par¬ 
ticipating in research programs sup¬ 
ported by the Department. 

<3) Cost allocation plans negotiated 
with 8tatc and local units of govern¬ 
ment. 

(4) Computer, fringe benefit, and 
other special rate* negotiated with col¬ 
leges and universities. State and local 
government agencies, hospitals, and 
non-profit Institutions. 

<b) Notwithstanding paragraph <a> of 
this section, this subpart shall not bo 
applicable to disputed issues which are 
appealed to the Armed Services Board of 
Contract Appeals under a contract with 
the Department. 
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§ 7S.3 Definition*, 

For purposes of this subpart: 

<a) ••Department'* and “Departmental 0 
refer to the Department of Health, Edu¬ 
cation, and Welfare. 

ib) "Regional Director*' means a Re¬ 
gional Director of the Department. 

(c) "Assistant Regional Director for 
Financial Management" means an As¬ 
sistant Regional Director for Financial 
Management of the Department. The As¬ 
sistant Regional Director for Financial 
Management is also known Informally as 
tho "Regional Comptroller." 

<d> "Grantee" means the agency, in¬ 
stitution or organization named as 
grantee in a grant award document is¬ 
sued by a constituent agency of the 
Department. For disputes involving cost 
allocation plans,-.this term also Includes 
a State or local unit of government which 
includes an agency that is named as 
grantee In a grant award document. 

§ 73.1 Notification. 

When a dispute arises in a negotiation 
described in $ 75.2. the Assistant Re¬ 
gional Director for Financial Manage¬ 
ment will promptly notify the grantee 
in writing of the Regional Office's deter¬ 
mination concerning the issue (s) in¬ 
volved In tire dispute. This notification 
will set forth the reasons for the deter¬ 
mination in sufficient detail to enable 
the grantee to respond and will inform 
the grantee of its opportunity for recon¬ 
sideration under this subpart. 

9 75.5 SubmUftion to the Regional Di¬ 

rector. 

If the grantee wishes to request re¬ 
consideration of the Regional Office's 
determination, it may submit an appli¬ 
cation for such reconsideration to the 
Regional Director. The grantee's appli¬ 
cation mast be postmarked no later than 
30 days after the postmark date of the 
notification described In 9 75.4. The Re¬ 
gional Director, however, may grant an 
extension of time for submission of the 
application If the extension is requested 
and justified by the grantee. Although 
the application need not follow any 
prescribed format, it must clearly iden¬ 
tify the issue (s) in dispute and must 
contain a full statement of the. gran¬ 
tee's position on such Issue's) along with 
pertinent facts and reasons in support 
of its position. 

g 75.6 Anion by the Regional Director. 

(a) Upon receipt of an application for 
reconsideration, the Regional Director 
will immediately notify the grantee that 
its application has been received and 
will be acted upon as soon as possible. 

<b) The Regional Director will review 
all background material on the lssueCs), 
Within 30 days after receipt of the 
grantee's application, and with at least 

10 days written notice, he will provide 
the grantee with an opportunity to meet 
with him to discuss the lssue(s) and to 
submit additional information in sup¬ 
port of its position. The Regional Di¬ 
rector may consult the Assistant Re¬ 
gional Director for Financial Manage- 
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monfc. other regional officials. Depart¬ 
mental central office officials, and other 
Individuals In conducting the review. 

(c) Within 45 days after the meeting 
described In 9 75.0<b) (or 45 days after 
submission of any supplemental Infor¬ 
mation provided by the grantee) the Re¬ 
gional Director will notify the grantee 
in writing of his decision. If the Re¬ 
gional Director's decision is adverse to 
the grantee's position, this notification 
will state the basis of the decision and 
will Inform the grantee of its right to 
appeal the decision to the Departmental 
Grants Appeals Board under Part 16 of 
this title. 

<d) The Regional Director may dele¬ 
gate the responsibilities described in this 
section to another senior Departmental 
official in his region. This delegation, 
however, may not be mode to the Assis¬ 
tant Regional Director for Financial 
Management 

lPR Doc.75—424 Plied 1-0-75:0:45 am] 


Title 47—Telecommunication 

CHAPTER I—FEDERAL 
COMMUNICATIONS COMMISSION 

{Docket No. 20118; FCC 74-1420| 

PART 2—FREQUENCY ALLOCATIONS AND 

RADIO TREATY MATTERS; GENERAL 

RULES AND REGULATIONS. 

PART 95—CITIZENS RADIO SERVICE 

External Radio Frequency Power 
Amplifiers; Report and Order 

1. On July 31, 1974, the Commission 
released a notice of proposed rule mak¬ 
ing. 48 FCC 2d 82, to amend its rules to 
restrict external radio frequency power 
amplifiers in the Citizens Radio Service. 
The notice was duly published in the 
Federal'Register on August 5. 1974. (39 
FR 28165). Interested persona were In¬ 
vited to flic comments on or before Sep¬ 
tember 30, 1974, and reply comments on 
or before October 14, 1974. These pro¬ 
ceedings were Instituted because the 
rapidly increasing number of operators 
using external radio frequency power 
amplifiers to boost the power of their 
Citizens radio transmitters beyond the 
permissible limit pose a significant in¬ 
terference potential to Class D Citizens 
radio operations and to radio and tele¬ 
vision reception. Attempts under the ex¬ 
isting rules have been ineffective in stop¬ 
ping the rising incidence of over power 
operation in the Citizens Radio 8ervice. 

2. Comments were received by approx¬ 
imately 100 parties including various 
Citizens radio organizations representing 
the views of hundreds of individual li¬ 
censees, about 15 equipment manufac¬ 
turers and a number of unaffiliated li¬ 
censees. A substantial number of those 
commenting supported the objectives of 
tho Commission, without qualification. 
Many respondents supported the pro¬ 
posal In principle but suggested various 
modifications designed chiefly to protect 
some self serving interest or purported 
operational need. Supporting comments 
from chapters of user groups such as the 
Affiliated League of Emergency Teams 
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i ALERT» and the Radio Emergency Ac¬ 
tion Communications Team (REACT) 
outnumbered those chapters submitting 
opposing comments by approximately 2 
to 1. Those few who opposed the pro¬ 
posal raised issues of financial hardship, 
ineffectiveness in producing the desired 
result or that higher levels of power are 
inherently needed to serve the purposes 
of the Citizens Radio Service. Still others 
believe that additional exceptions to the 
proposed proscription should be consid¬ 
ered. The petition for late acceptance of 
A. N. Fischer. President of Electronics 
Oroup, Inc. is granted and its comments 
have been considered. In the following 
paragraphs we will discuss the signifi¬ 
cant issues presented in the comments 

Definition 

3. In the notice, we proposed to pro¬ 
scribe the marketing of “any external 
radio frequency power amplifier capable 
of use with a transmitter operated on any 
frequency in the band 26.96-27.26 
MHz • • ,M We also defined any external 
RF power amplifier capable of operation 
on any frequency or frequencies between 
20.0 MHz and 40.0 MHz as having power 
amplification capability In the 27 MHz 
frequency band. We also proposed as an 
exception from the marketing restriction, 
commercially manufactured multi-band 
amplifiers capable of use with amateur 
equipment provided that they require 
greater than 20 watts carrier power or 
80 watts peak envelope power to the input 
of the amplifier to produce the maximum 
rated power output. In short, the ampli¬ 
fier would have to require a relatively 
high drive power to produce the rated 
power output for that amplifier. 

4. Some comments argued that the 
20.0 MHz-40.0 MHz frequency range was 
too brood. The American Radio Relay 
League <ARRL> declares that the 20/80 
watts drive power limitation for the ex¬ 
cepted commercially manufactured mul¬ 
ti-band pow r er amplifiers adversely affects 
the development of more efficient ampli¬ 
fiers particularly in the solid state field 
where substantial power output with a 
small amount of excitation from the 
transmitter Is possible. 

5. With respect to the frequency range 
limitation we believe some accommoda¬ 
tion at both the lower and the upper 
limits of the range is feasible without 
disturbing our objective. Accordingly, we 
find that it would not be inconsistent 
with our purposes to change the pro¬ 
posed marketing rule to prohibit the 
marketing of any external RF power am¬ 
plifier capable of use with a transmitter 
operated on any frequency or frequencies 
between 24.0 MHz and 35.0 MHz. This 
change is expected to exempt some mari¬ 
time equipment and equipment designed 
for use in land mobile services. We would 
require in any type acceptance applica¬ 
tion that the data submitted clearly In¬ 
dicate that the RF power amplifier could 
not as constructed provide significant 
power output on any of the frequencies 
allocated to the Citizens Radio 8ervice. 
Because we have redefined the frequency 
range applicable to external RF power 
amplifiers, we have made corresponding 
changes in the rule set forth below. 
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6. We are also deleting the drive pow er 
limitation proposed for commercially 
manufactured powrer amplifiers. Its in¬ 
clusion in the rule is of questionable as¬ 
sistance in preventing permissibly mar¬ 
keted power amplifiers from being ille¬ 
gally employed at a Class D station. The 
effect of the proposed provision would 
be to merely increase the price to the 
individual who is able and willing to pur¬ 
chase more expensive equipment even 
though such requirement for multi-band 
power amplifiers would prevent Its full 
rated power output when used with Citi¬ 
zens radio equipment containing low ex¬ 
citation capability. 

Financial Hardship 

7. Comments received from some man¬ 
ufacturers whose business Is devoted 
either entirely or in large part to the 
fabrication of single band power ampli¬ 
fiers assert that adoption of the proposed 
rule outlawing single band power ampli¬ 
fiers would force them out of business 
and result in unemployment for hun¬ 
dreds of individuals. Several manufac¬ 
turers of Citizens and other two-w r ay 
radio equipment, while recognizing the 
need for such regulation, complained 
that their investment for research and 
development and requirement to rede¬ 
sign equipment to comply with the new 
technical standards would work a finan¬ 
cial hardship. 

8. E. F. Johnson, the largest manufac¬ 
turer of Citizens radio equipment, indi¬ 
cates that any claim of economic adver¬ 
sity is illusory. It states: **(Wle believe 
that in general there will be little or no 
economic impact upon legitimate manu¬ 
facturers of type accepted products 
listed • • • ” in the Commission’s Notice. 
While we regret that there will be busi¬ 
ness and Job losses, we concur with E. F. 
Johnson that the products of these com¬ 
panies are directed toward an illegal 
market. Therefore, these devices do not 
warrant our protection. Although there 
may be some redesign costs incurred by 
some equipment manufacturers, wc be¬ 
lieve such costs to be minimal and totally 
warranted if wc are to control the inter¬ 
ference potential by reducing the num¬ 
ber of power amplifiers at Class D Citi¬ 
zens radio stations. To be reticent to the 
needs of licensed users would only serve 
the manufacturer’s private interest and 
would hardly fulfill the public interest 
concerning interference potential of de¬ 
vices capable of causing harmful inter¬ 
ference to radiocommunications. 47 
U8.C. 302 and the prevention of inter¬ 
ference betw ? cen stations 47 U.S.C. 303 
(f). By our action today in reducing the 
frequency range in the rule definition 
some equipment which would have re¬ 
quired change under the proposal will 
not have to be redesigned to comply with 
new marketing standards. 

Potential Effectiveness of the Rule 

9. Some respondents, although agree¬ 
ing in principle, with the proposal sug¬ 
gest that the rule is unworkable. For in¬ 
stance, Electronic Industries Association 
(EIA) would expand the definition of the 
rule to Include transceivers that are ca- 
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pablo of easily being modified for use 
in the 26.0-28.0 MHz range. Phiimore 
Manufacturing Company suggests an ex¬ 
ception for users in the mountainous 
areas of the country. EIA and Pathcom, 
Inc. would curtail demonstrating or oth¬ 
erwise exposing such amplifiers in any 
place public or private. Pathcom would 
require type acceptance of all power am¬ 
plifiers and transceivers for use in the 
20.0 MHz-40.0 MHz range. EIA urges the 
one time single unit construction pro¬ 
vision for amateurs be eliminated. 

10. Wo do not believe that any of the 
foregoing suggestions have offered sig¬ 
nificant solutions within the framework 
of this rule making. As stated in our re¬ 
port and order in Docket 18426. 23 F.C.C. 
2d 79, 83. establishing marketing rules 
for devices which interfere with radio 
reception, the inclusion of the term “of¬ 
fer for sale” would “prohibit the adver¬ 
tising for sale of exlsllng radio frequency 
devices prior to the date that it has been 
determined that such devices comply 
with the Commission*.* requirements.” 
Thus, any demonstration or exposition 
of external RF power amplifiers which 
have not received Commission author¬ 
ization and has for its purpose the ad¬ 
vertising for sale of such device is pro¬ 
hibited and no further changes to the 
proposed rules need be made. Type ac¬ 
ceptance of transceivers is beyond the 
scope of these proceedings but we in¬ 
tend to investigate the possibility of re¬ 
quiring type acceptance for all commer¬ 
cially manufactured transmitting equip¬ 
ment. EIA’s comments indicate their re¬ 
luctance to permit single-unit home con¬ 
struction of single band amplifiers. In 
our opinion, this exemption does not en¬ 
danger the effectiveness of the rule in 
view of the amateur's strong reliance on 
multi frequency band equipment. 

11. We recognize that the marketing 
rules that we adopt today may not be 
entirely effective in keeping out all power 
amplifiers from the Citizens Radio Serv¬ 
ice. By adoption of these marketing rules 
we are attempting to eliminate interfer¬ 
ence potential caused or created by the 
use of these devices. We serve notice that 
we Intend to vigorously enforce these 
rules and to impose whatever sanctions, 
as authorized, we deem appropriate. We 
believe the rules adopted herein offer the 
least intrusion into the functions of re¬ 
sponsible persons. We also intend vigor¬ 
ous enforcement of the new 5 93.44 which 
would prohibit the use of any external RF 
power amplifier at any Class D station 
unless the operator of such equipment 
holds a license in another radio service 
permitting higher levels of power. As 
stated in the notice, the Commission will 
presume the use of such equipment where 
there is extrinsic evidence of an over¬ 
powered operation. This is in accordance 
with established case law which pro¬ 
vides that a presumption may be upheld 
where it is shown that there is a mate¬ 
rial connection between the facts (over¬ 
powered operation) and the statutory in¬ 
ference <use of such equipment). Barnes 
v. United States. 412 US. 837 (1973); 
Turner v. United States, 396 US 398 
(1970); United States v. Romano. 382 US 
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136 (1965); Tot v. United States. 319 US 
463 (1943), 

Impact on Land Mobile Radio Service 

12. Several respondents advance argu¬ 
ments In one form or other Indicating 
that any requirement to redesign new 
power amplifiers would obsolete commu¬ 
nications equipment used widely in the 
land mobile radio services (Parts 21, 89. 
91, 93 of the rules). For instance. Panon 
Courier alleges that its 25.0-5C.0 MHz 
pocket pager would no longer be able to 
be used by offices, factories, hospitals and 
hotels. Likewise, Executone Communi¬ 
cations Systems. Inc. indicated it could 
no longer provide a relatively low power 
transmitter in the Special Emergency 
(rule Part 89) and the Industrial Radio 
Service (rule Part 91) on frequencies be¬ 
tween 31.0 MHz and 43.680 MHz. The 
Collins Radio Group states that many 
amplifiers in the range of 1.6-25 MHz or 
30-70 MHz have been produced which 
are of a design that would be difficult 
to convert*’ to Class D Citizens operation 
and therefore ought to be exempted 
from the rule’s thrust. TPL Communica¬ 
tions would like us to exempt the FM 
amplifiers (also known as a Class C am¬ 
plifier) for use on the frequencies 30-50 
MHz. They also allege without support¬ 
ing evidence that solid state amplifiers 
that are designed to allow coverage of 
either 10 or 15 meters can be made in¬ 
operable on 11 meters, and that high 
pass or band reject filters could be used 
to allow the use of power amplifiers in 
the Land Mobile Services. 

13. Under the revised rule’s definition, 
it does not appear that Collins' multi¬ 
band amplifier in the 1.6-25 MHz range 
would be proscribed for use in the land 
mobile service. While we concede some 
impact will occur in the land mobile serv¬ 
ices, we believe that such impact is fully 
warranted in view of the scope of the 
problem. We are unaware of other rea¬ 
sonable and effective solutions and no 
other suggestions have been called to our 
attention in the comments which would 
allow us to accomplish the objectives 
herein without unreasonably intruding 
in other radio services. The foregoing 
suggested exceptions for the land mobile 
service would be self defeating. For in¬ 
stance. a Class C amplifier which is non 
linear is normally not employed with 
Class D stations operating In an AM 
mode. However, it is a simple procedure 
to modify It for linear operation. Con¬ 
sidering the ease with which the operat¬ 
ing conditions of the amplifier could be 
modified we find that selective rule ex¬ 
ceptions to accommodate land mobile 
radio purposes would only maximize the 
opportunity for subterfuge in which pur¬ 
ported legitimate amplifiers would sim¬ 
ply be marketed for illegal purposes. Our 
overriding concern primarily is to elimi¬ 
nate one source of objectionable interfer¬ 
ence to CB operations and secondarily to 
reception of other services and use of 
electronic entertainment devices. Li¬ 
censees in the land mobile radio services 
requiring power within the limits per¬ 
mitted on the particular frequencies in 
which they arc licensed to or propose to 
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operate should secure transmitters which 
provide the necessary power without the 
necessity of adding an external radio fre¬ 
quency power amplifier to low power 
equipment. 

Amplifiers Manufactured for Export 
and U.8. Government Use 

14. Some equipment manufacturers 
urge us to permit power amplifier manu¬ 
facturing in the United States to con¬ 
tinue for export purposes. An exemption 
was requested for the manufacturer of 
equipment for the U.S. Government 

15. Under section 302 of the Communi¬ 
cations Act and section 2.807 of the Com¬ 
mission's rules, the marketing proscrip¬ 
tion does not apply to radio frequency 
devices Intended for export. Since we 
concluded in the notice that power am¬ 
plifiers are radio frequency devices the 
law applies to RF power amplifiers, hence 
the regulations herein adopted do not 
apply to power amplifiers manufactured 
solely for export. 

16. U.8. Government stations as ad¬ 
ministered by the Office of Telecommu¬ 
nications Policy. Interdepartment Radio 
Advisory Committee provide for the use 
of FCC type accepted or type approved 
Citizens radio equipment. A maximum 
transmitter output power of 5 watts is 
permitted. Thus, it appears that power 
amplifiers would be prohibited on the 27 
MHz U.S. Government frequencies. 

General Increase in Power or in 
Times or Emergency 

17. Several ALERT Chapters and 
Fa non Courier suggested that notwith¬ 
standing the adoption of an anti-mar¬ 
keting rule for power amplifiers, the 
permissible power of Class D Citizens 
radio stations should be increased. Other 
user groups suggested that power am¬ 
plifiers be permitted in times of emer¬ 
gency. 

18. The matter of power was con¬ 
sidered in Docket 17196 released on Oc¬ 
tober 16, 1973. We note that some of 
the comments pointed out that the har¬ 
monic output of illegally amplified sig¬ 
nals from Class D stations Interfere with 
or pose serious threats of interference 
to the reception of television Channel 2 
operating between 54 and 60 MHz. Also, 
according to the National REACT head¬ 
quarters many emergency messages in 
the Class D Citizens Radio Service are 
not successfully completed because of 
Interference caused by high powered 
equipment operating in the 27 MHz fre¬ 
quency band. The foregoing confirms the 
Commission's own observation. More¬ 
over. any exception to the low power 
limitation would endanger the shared 
frequency concept for a large number of 
users. Thus. w*e do not believe that any 
proposal to increase operating power 
in the Citizens Radio Service is war¬ 
ranted at this time even for emer¬ 
gencies. 

Hearings 

19. One comment urged us to convene 
public hearings. Public hearings In rule 
making proceedings conducted under the 
Administrative Procedure Act are not a 
matte/ of right and we fall to under¬ 
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stand how It would serve any useful pur¬ 
pose. particularly where full opportunity 
has been afforded interested persons to 
file written comments. Further, any pub¬ 
lic hearing would adversely affect the 
public interest by delaying the relief af¬ 
forded by these new rule amendments. 

Clarifications and Procedural Changes 

20. Collins requests clarification as to 
whether an RF power amplifier mar¬ 
keted in conjunction with an RF exciter 
source, type accepted under a single type 
number, might also be construed as fall¬ 
ing within the proposed rule amend¬ 
ment. Dynamic Communications asks us 
to clarify our statement in Paragraph 5 
of the notice which refers to the exemp¬ 
tion from the rule amendment those 
units sold to licensees other than those 
In the Citizens Radio Service prior to six 
months after the effective date of the 
final rules. 

21. In type accepting transmitting 
equipment for operation in radio serv¬ 
ices other than Part 95 of the Commis¬ 
sion's rules under a single designated 
type acceptance number, the Commission 
would not distinguish between a trans¬ 
mitter consisting of a single unit or sev¬ 
eral pieces of equipment and connected 
together. Therefore, the fact that the 
data submitted indicates that the trans¬ 
mitter is housed In multiple cabinets 
w'ill not prevent its type acceptance by 
the Commission for that reason alone 
For amateur stations not requiring type 
accepted equipment the rules are not in¬ 
tended to mean that the multiple band 
power amplifier must be an integral unit 
with the power source or exciter. 

22. Paragraph 5 of the notice is merely 
a provision to enable equipment manu¬ 
facturers and distributors to clear their 
“pipeline" of type accepted equipment in 
order to minimize their losses due to 
equipment which can no longer be 
shipped or sold under the rules. By tills 
provision the Commission recognizes the 
hardship that might occur should im¬ 
mediate application against shipment or 
sale of type accepted equipment be man¬ 
dated. Therefore, the immediate affect 
will apply to equipment which has not 
been type accepted. An additional six 
months will be allowed for equipment 
manufacturers to clear their stocks of 
type accepted equipment. Of course, the 
land mobile users to whom type accepted 
equipment is shipped or sold during tlio 
six month period would be entitled con¬ 
tinued use of them at their licensed sta¬ 
tion even after the finalization of the 
rule. 

23. We have reworded for clarity the 
definition of an external radio frequency 
powrer amplifier without changing its im¬ 
port. 

24. In view of the foregoing considera¬ 
tion, we find that the amendments to 
Parts 2 and 95, set forth below’ are in the 
public interest, convenience and neces¬ 
sity. The authority for such amendments 
is contained In sections 4<i>, 302 and 303 
of the Communications Act of 1934, as 
amended. 

25. Accordingly, it is ordered, that ef¬ 
fective February 12, 1975, Parts 2 and 95 
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of the Commission rules are amended, as 
set forth below. 

26. It is further ordered. That Appen¬ 
dix A contained in the notice of proposed 
rule making is revised to Indicate those 
external radio frequency power ampli¬ 
fiers for which marketing described in 
\ 2.815 of the Commission's rules and 
regulations is prohibited after August 12. 
1975. 

27. It is further ordered , That this pro¬ 
ceeding is terminated. 

Adopted: December 23. 1974. 

Released: January 3. 1975. 

Federal Communications 
Commission. 1 

I seal] Vincent J. Mullins. 

Secretary. 

(See* 4, 303. 48 SUt.. as Amended. 1066, 1082; 
(47 US.O. 164, 303)) 

Parts 2 and 95 of Chapter 1 of Title 
47 of the Code of Federal Regulations is 
amended as follows: 

1. § 2.815 is added new to read: 

§ 2.815 l : .\trrnnl radio frequency poucr 

amplifiers. 

(a) As used In this Part, an external 
radio frequency power amplifier is any 
device which. (1) when used in conjunc¬ 
tion with a radio transmitter as a signal 
source 1s capable of amplification of 
that signal, and (2) is not an integral 
part of a radio transmitter as manufac¬ 
tured. 

(b) After (effective date) no person 
shall sell or lease, or offer for sale or lease 
(including advertising for sale or lease) 
or import, ship or distribute for the pur¬ 
pose of selling or leasing or offering for 
sale or lease, any external radio fre¬ 
quency power amplifier capable of use 
with a transmitter operated on any fre¬ 
quency or frequencies between 24.00 MHz 
and 35.00 MHz. Type accepted external 
radio frequency power amplifiers as de¬ 
fined herein may not be marketed after 
(six months after effective date). 

<c> The proscription in paragraph (b) 
of this section shall not apply in the 
case of any external radio frequency 
power amplifier capable of use with a 
transmitter in the amateur frequency 
bands 28.00-29.70 MHz if the amplifier 
is an integral part of a unit or device 
having incorporated therein power am¬ 
plification capability in the bands 7000- 
7300 kHz. 14.000-14.350 kHz and 21.00- 
21.45 MHz. 

<d) The proscription in paragraph (b) 
of this section shall not apply in the mar¬ 
keting to another licensed amateur radio 
operator of any single-band external 
radio frequency powder amplifier fabri¬ 
cated in not more tlian one unit of the 
same model by any licensed amateur 
radio operator, whose license affords him 
the privilege of operating on amateur 
frequencies between 1.80 and 29.00 MHz. 
for his own personal use at his licensed 
amateur radio station. 

2. In 8 95.3(c) the definition "External 
radio frequency power amplifiers" is 
added to read as follows: 


» Commlosioner Hooks absent. 


§ 95.3 Definitions. 


External radio frequency power am¬ 
plifiers. As defined in 8 2.815(a) and as 
used in this Part, an external radio fre¬ 
quency power amplifier is any device 
which. (1) when used in conjunction 
with a radio transmitter as a signal 
source is capable of amplification of that 
signal, and (2) is not an integral part 
of a radio transmitter as manufactured. 
• • • • • 

3. 8 95.44 is added new to read as fol¬ 
lows: 

§ 93.44 External railio frequency potter 
amplifier* prohibited. 

No external radio frequency power 
amplifier shall be used or attached, by 
connection, coupling attachment or in 
any other way at any Class D station. 

Not*; An external radio frequency power 
amplifier at a Claat D station wilt be pre¬ 
sumed to have been used where It is in tho 
operator's possession or on his premises and 
there Is extrinsic evidence o<f any operation 
of such Class D station In excess of power 
limitations provided under this rule part un¬ 
less the operator of such equipment holds a 
station license in another radio service un¬ 
der which license the use of the said ampli¬ 
fier at Its maximum rated output power Is 
permitted. 

Appendix A 

Marketing of external radio frequency 
power amplifiers os described in | 2.816 of 
the Commission’s rules Is prohibited after 
August 12. 1976. The public records show 
the amplifiers listed below to be within the 
proscription. Although tho list U believed 
complete, failure of an amplifier to appear on 
the list should not be construed as market¬ 
ing acceptability under V 2815. 

By manufacturer and type number : 

Aeronautical Electronics. Inc., or Acrotron, 
Inc.: 7N100/MA, 7N60/MA. 7N85/MA. 

Allison Eloctronlcs: 6&0-RB. 

Bogcn Communications Division of Lear 
Slegler: AX-30. 

Communications Engineering Company; 
CE-313. 

Communications Industries, Inc.; CE 313. 

Courier Communications, Inc.: BL-100. 
ML-100. 

Dumont. Allen B. Laboratories or Dumont 
Division of Fairchild Camera and Instrument 
Corp.. or Dumont Division of Qonset: 5850- 
B 

Dynamic Communications,Inc.: 4950, 4960. 
8940. 

E. F. Johnson Company: 242-0167. 242- 
0169. 242-0181. 242-0181-301. 242-0181-302. 
242-0181-303. 242-0181-304. 242-0181-305, 

242-0182, 242 0183-301. 242-0182-304. 242- 
0182-305. 242-0182-302. 242-0182-303. 242- 
157-201/299. 242-159-201/299. 

Ex ecu tone. Inc : BR-21 

Federal Telephone and Radio Corp.: 
148-A. 149-A. 

OcneraJ Electric Company: EF-4-A. KP-4- 
B. KT-62-A. KT-63-A. 

Hy Gain Electronics: 480, 481, 482, 483, 
484. 485. 486. 487. 488. 600. 

Krtan. Inc.: 300M. 

Motorola. Inc.: P-8233. 8P1050511. SP20550, 
8P943501, TU298. 

Multitone Electronics. Ltd.: TA14/1. AT8/1. 

Path com. Inc.: PX 100 

• Poljrtronics Laboratories, Inc.: PB-100-1. 
PB-50-1. 

Sonar Radio Corporation: BRr-21. HR- 2906. 
BH-2911. BR-2912. 

[FR Doc.75-387 Filed l-6-76;8:45 ami 


Title 49—Transportation 

CHAPTER V—NATIONAL HIGHWAY TRAF¬ 
FIC SAFETY ADMINISTRATION, DE¬ 
PARTMENT OF TRANSPORTATION 

| Docket No. 74-10; Notice 11 ] 

PART 571—FEDERAL MOTOR VEHICLE 
SAFETY STANDARDS 

Air Brake Systems 

This notice amends Standard No. 121. 
Air brake systems. 49 CFR 571.121. to 
establish a new test category (and an 
effective date) for highly specialized 
tractor-trailer vehicle combinations, and 
to specify modified brake retardation 
force requirements for trailers until 
September 1, 1976. 

The National Highway Traffic Safety 
Administration < NHTSA* proposed these 
actions, along with other actions that 
deal with specialized trucks, in a notice 
published November 14. 1974 <39 FR 
40168). The NHTSA is acting as soon as 
possible on the retardation force and 
integral tractor-trailer issu& because 
they directly affect Uic manufacture of 
traders, which will be subject to the 
standard's requirements on January 1. 
1975. The issue of exemption for oversize 
and specialized trucks (which have a 
March 1, 1975, effective date) will be ad¬ 
dressed in the near future by a separate 
notice. 

Tlie NHTSA takes note of its recent 
proposal and request for comments on 
a postponement of this standard (39 FR 
43639. December 17. 1974). The NHTSA 
is proceeding with this rulemaking ac¬ 
tion independently of that proposal to 
maintain as much continuity as possible 
In the regulation as presently* issued. 

The manufacturers and users of auto 
transporter combination vehicles and 
the Truck Trailer Manufacturers Asso¬ 
ciation supported the proposal to exempt 
"integral tractor-trailers" from appli¬ 
cability of the standard until Septem¬ 
ber 1. 1976, because of their particular 
testing difficulties. It has been suggested 
that the term "integral tractor-trailer" 
should be replaced by a more descriptive 
designation of the combination vehicles 
in question. The NHTSA agrees and 
modifies the definition to refer to the 
transportation of motor vehicles, and 
to change the defined term to "auto 
transporters." The comments requested 
deletion of a requirement in the defini¬ 
tion which limited these vehiclcifto those 
designed "by a single manufacturer, or 
person who alters a certified vehicle." 
The comments expressed concern that 
the phrase would eliminate the manu¬ 
facture of tractor and trailer portions 
separately. Some manufacturers also 
believed that the reference to "certified 
vehicles" meant that any incomplete 
truck tractor equipped with 121-type 
equipment would have to be certified 
upon completion by the manufacturer 
of auto transporters. 

The cited requirement does not ex¬ 
clude manufacture by separate individ¬ 
uals of the two portions of the combina¬ 
tion. although the preamble Inadvert¬ 
ently referred to "trucks and trailers 
manufactured by a single manufacturer 
for use in combination." It is possible 
that one or more persons other than a 
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vehicle manufacturer or alterer may be 
responsible for the Integral design. The 
NHT8A therefore deletes the phrase in 
question to permit continued flexibility 
in the design of these vehicles. 

The reference to alteration of a “certi¬ 
fied vehicle*’ confused some businesses 
which modify stock truck-tractors for 
use in auto transporters. They believed 
that a completed vehicle that had been 
certified to meet Standard No. 121. or 
an incomplete vehicle with documents 
referring to Standard No. 121. could not 
qualify for an exemption as a portion of 
an auto transporter. In actuality, a com¬ 
plete and certified vehicle, or an incom¬ 
plete vehicle, can be modified to become 
a portion of an auto transporter, which 
would thereby qualify for exemption 
whatever its previous status. 

Bankhead Transportation requested 
clarification with regard to manufacture 
of new auto transporter trailers to be 
fitted to existing truck tractors that are 
modified to accept the new trailer. These 
trailers constitute a portion of an auto 
transporter and as such are exempt until 
September 1, 1976. The NHTSA has 
modified the language of I 5.3 in one 
respect from that proposed, to make 
clear that a transporter trailer manu¬ 
factured without an equivalent trans¬ 
porter tractor would be tested separately 
under the requirements of l 5.3.2 after 
Septem ber 1 . 1976. 

The NHTSA also proposed that the re¬ 
tardation force requirements of the 
standard, which apply to trailers (and, 
on an optional basis, to a small category 
of large trucks until September 1. 1976), 
be somewhat reduced because of the de¬ 
gree of variability being experienced in 
brake lining performance. The NHTSA 
requested comments on lower values and 
on whether such new values should be 
permanent, or only temporary while fur¬ 
ther information Is developed on varia¬ 
bility. 

With the exception of General Motors 
Corporation and Automotive Research 
Associates. Incorporated (which sug¬ 
gested changes in dynamometer proce¬ 
dures instead of values). the com mentors 
supported the reduction of retardation 
force values for trailers. General Motors 
argued that brake force reductions of 
the trailer should not be undertaken 
without similar reductions in stopping 
distance requirements for trucks, and in 
particular towing vehicles. 

The NHTSA, In an amendment pub¬ 
lished May 17. 1974 <39 FR 17750). has 
already acknowledged the variability of 
production brake assemblies on trucks 
and buses by establishing longer stopping 
distances for an interim period until Sep¬ 
tember 1, 1975. The NHTSA recently de¬ 
nied a petition by Diamond Reo to make 
these longer distances the permanent 
values of the standard <39 FR 39830). A 
Paccar Corporation petition presently 
under consideration on the subject of 
stopping distances also raises the issue 
of relaxed stopping requirements. The 
NHTSA concludes that its decision on 
that petition will be responsive to the 
points raised by General Motors. 

Several comments on the proposed 
lower retardation forces included data 


that further substantiate the determina¬ 
tion that variability of brake linings is 
not sufficiently small to permit 100 per¬ 
cent compliance of every brake assembly 
at the present values. Wagner Electric 
Corporation. w*hlch originally petitioned 
for use of the values proposed by the 
NHTSA. has submitted new data which 
support a slightly lower minimum force 
level to support the desired mean per¬ 
formance of approximately 60 pounds. 
Data supplied by Raybestos Manhattan 
demonstrate a variability to the 3-sigma 
limit of slightly more than the 20 per¬ 
cent calculated by the NHTSA on 
earlier testing. Molded Materials Com¬ 
pany disagreed that compatibility of 
combination vehicles required 60 per¬ 
cent mean retardation values, but sup¬ 
ported the proposed lower minimum 
force levels as a means to achieve com¬ 
patibility. Abex Corporation supported 
the lower values so that actual produc¬ 
tion experience could be accumulated as 
a basis for future changes. 

The NHTSA concludes on the basis of 
submitted data that values slightly lower 
than those proposed will better accom¬ 
modate the demonstrated variability of 
brake lining material. Therefore, values 
of 0.06. 0.13. 0.20. 0.27, 0.34, 0.41. and 
0.47 will replace the present values for 
trailers. 

Manufacturers and users of brake lin¬ 
ing differed on whether the new values 
should permanently replace the previous 
values. The NHTSA did not receive con¬ 
clusive Information Indicating that the 
variability in performance will remain 
in production units. The NHTSA con¬ 
cludes, therefore, that interim values 
will permit the accumulation of signifi¬ 
cant field experience on vehicle compat¬ 
ibility and lining variability, and that a 
Judgment will be made on the basis of 
that data in the future. 

Only Kelsey-Hayes commented on the 
proposal to apply' these new retardation 
force values to trucks with heavy (or 
driving) front axles during their interim 
requirements. As a manufacturer of front 
axle brake assemblies for this vehicle 
category. Kelscy-Hayes pointed out that 
the revision was not supported for truck 
front axle brake assemblies and would 
require an unjustified retooling for a 
period of no more than 18 months. The 
NHTSA agrees that the data underlying 
the proposal supports a modification for 
trailer brake assemblies only. Accord¬ 
ingly. the NHTSA does not reduce the 
optional Interim retardation force re¬ 
quirements for trucks specified in 
I 5.1.3 2. 

In a separate matter. Rockwell Inter¬ 
national Corporation asked whether the 
discussion of 100 percent compliance with 
Standard No. 12rs retardation force re¬ 
quirements was a modification of earlier 
NHTSA discussion on the “due care'* re¬ 
sponsibility of each manufacturer to en¬ 
sure that each of his products meets the 
requirements of the standard (39 FR 
17750, May 17. 1974). The requirement 
to exercise “due care” that each vehicle 
comply with Standard No. 121 is a statu¬ 
tory requirement (15 UB.C. 1397), and 
the above-cited discussion remains the 
NHTSA position. 


In consideration of the foregoing. 
Standard No. 121 (49 CFR 571 121) is 
amended as follows: 

g 571.121 tAmended] 

1. S3. Is amended to read: 

S3. Application. This standard applies 
to trucks, buses, and trailers equipped 
with air brake systems. However, it does 
not apply to a fire fighting vehicle man¬ 
ufactured before September 1, 1975. or 
a heavy hauler trailer manufactured be¬ 
fore September 1. 1976. or to any vehicle 
manufactured before September 1. 1976. 
that has an overall width of 108 inches or 
more or that has a gross axle weight rat¬ 
ing <GAWR> for any axle of 24.000 
pounds or more, or to any vehicle which. 
In combination with another vehicle, con¬ 
stitutes a part of an “Auto transporter” 
as defined in S4. 

2. S4. is amended by the addition of a 
new definition following “Heavy hauler 
trailer** to read: 

“Auto transporter** means a ti*uck and 
a trailer designed for use in combina¬ 
tion to transport motor vehicles, in that 
the towing vehicle is designed to carry' 
cargo at a location other than the fifth 
wheel and to load this cargo only by 
means of the tow'ed vehicle. 

3. S5. 3 is amended by the addition of 
a new sentence at the end of the text to 
read: 

However, the truck and trailer portions 
of on auto transporter (if both are 
manufactured after September 1. 1970). 
shall, in combination, meet the require¬ 
ments of S5.3.1 as they apply to a single 
unit truck or bus. In place of the require¬ 
ments of S5.3.2 as they apply to the 
trailer portion, and in place of the re¬ 
quirements of 85.3.1 as they apply to the 
truck portion in the loaded condition. 

4. In 85.3.1.2. the phrase “formula and 
values’* is modified to “formula and Col¬ 
umn 1 values/* 

5. S5.4.1 and Table III are amended 
to read: 

85.4.1 Brake retardation force. The 
sum of the retardation forces exerted by 
the brakes on each vehicle designed to be 
towed by another vehicle equipped with 
air brakes shall be such that the quotient 

Sum of thejirake retardation forces 
sum of GAWR’s 

relative to brake chamber air pressure, 
shall have values not less than those 
shown in Column 1 of Table III. except 
that the values in the case of each such 
vehicle manufactured before September 
1, 1976, shall be those show n in Column 2 
of Table III. Retardation force shall be 
determined as follows: 
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Effective date: January 1. 1975. Be¬ 
cause of the Imminent effective date of 
the standard for trailers (January 1, 
1975), the National Highway Traffic 
Safety Administration finds, for good 
cause shown, that an effective date sooner 
than 30 days is in the public interest. 

(Secs. 103, 119. Pub. L. 89-503. 00 8Ut. 718 
(15 UBC. 1392.1407); delegation of authority 
at 49 CPU 1*1) 

Issued on December 31, 1974. 

James B. Gregory, 
Administrator. 

[VR Doc.75-309 Filed 1-2-75:9:03 am] 

| Docket No. 74-10; Notice 101 


PART 571—AIR BRAKE STANDARD 
No Postponement of Effective Date 

The purpose of this notice Is to advise 
the public of the decision of the National 
Highway Traffic Safety Administration 
(NHTSA) that the effective dates of 
Standard No. 121, Air brake systems . will 
not be postponed. The standard therefore 
remains effective January 1, 1975, for 
trailers and March 1.1975, for t ucks and 
buses. 

On December 16,1974, the NHTSA pro¬ 
posed and requested comments on a delay 
of the staudard (39 FR 43639. Decem¬ 
ber 17,1974). to elicit information on the 
economic impact of the standard, both on 
individual companies and on the nation 
as a whole, specifically in light of the 
present economic situation. The notice 
requested comments on the short-term 
economic effect of the standard as it 
presently exists, and if it were delayed 
for 3 months, 6 months, 1 year, or in¬ 
definitely. 

Over 250 comments were received from 
interested manufacturers, suppliers, and 
users in the* air-braked vehicle market. 
Their recommendations varied from re¬ 
quest for a January 1. 1975, implementa¬ 
tion to total cancellation of the stand¬ 
ard. 

Many of the comments questioned the 
safety benefits to be derived from Stand¬ 
ard No. 121, and recommended a delay 
until further analysis of the cost-effec¬ 
tiveness of the standard could be devel¬ 
oped. The Council on Wage and Price 
Stability requested on indefinite post¬ 
ponement of the standard to permit 
further study of its costs and benefits. As 
the NHTSA noted in the preamble which 
accompanied the postponement proposal, 
however, the standard's safety benefit is 
not at issue, but rather its short-term im¬ 
pact on the current economic situation, 
particularly employment and industrial 
output. The NHTSA remains convinced 
that the standard meets a need for motor 
vehicle safety, and that any delay of the 
standard must be justified on the basis of 
its short-term economic consequences. 
The agency will continue to monitor the 
effectiveness of the standard as vehicles 
conforming to Its requirements enter the 
stream of traffic, with a view to any mod¬ 
ifications that would lower costs while 
achieving comparable levels of safety. 

Analysis of the comments indicates 
that the net short-term economic conse¬ 


quences of delay In this standard would 
be negative. The principal factor dic¬ 
tating this conclusion is the standard's 
imminent effectiveness on January 1. 
1975. and March 1, 1975. The effective 
dates are so near that the preparations 
and commitments, with all their eco¬ 
nomic ramifications, have already oc¬ 
curred and are substantially irreversible 
in the short run. 

Substantial capital and employment 
commitments have been made by the 
suppliers who provided sub-system com¬ 
ponents that are used in meeting the re¬ 
quirements of the standard. For example, 
Wagner Electric Corporation, a manu¬ 
facturer of air brake system components, 
estimates that 1,000 employees hired in 
anticipation of a 20 percent increase in 
sales would have to be fired. Loss of in¬ 
vestment and employee layoffs would oc¬ 
cur in the rest of the component Indus¬ 
try. The result of any delay at this time 
would mean significant disruption of in¬ 
vestment and employment, and a sharp 
downturn in the economic situation of 
this industry. Because of the imminent 
effective date, manufacturers and sup¬ 
pliers alike are committed to use 121- 
type component*. Rockwell International, 
a manufacturer of axle systems and foun¬ 
dation brakes, estimates that a return to 
prestandard components would involve 
a 9- to 12-month changeover. Addition¬ 
ally, the cost of retooling to the old com¬ 
ponents and then further retooling to re¬ 
establish 121-lcvel components would 
have to be passed on to the buyers. 

The largest manufacturer of air- 
braked trucks, International Harvester, 
stated that proceeding with the stand¬ 
ard without delay would be the course 
of action with the smallest adverse finan¬ 
cial impact on their operations. HI ar¬ 
gued for changes In the standard, but 
found an indefinite delay of the stand¬ 
ard to be Intolerable. Another manufac¬ 
turer of air-braked vehicles. Oshkosh 
Truck Corporation, also stated it would 
suffer a large loss of its investment and 
its market share if the standard were 
postponed. Several trailer manufacturers 
also supported implementation of the 
standard despite its increased costs, as a 
means to recover their large investments 
in research, engineering, and capital 
outlay. 

Other manufacturers of trucks and 
trailers argued for a delay of 1 year or 
more, on the basis that the tooling costs 
and other expenses incurred in a delay 
would be offset in the long run by in¬ 
creased sales at lower prices. PACCAR. 
Diamond Reo, Mack, and General Motors 
concluded that significant postponement 
of the effective date would increase sales 
and employment. Ford Motor Company 
requested cancellation of the standard. 

On the basis of the comments submit¬ 
ted. the NHTSA has concluded that clear 
net economic benefit would not be derived 
from a postponement of the effective 
dates of Standard No. 121. The main ad¬ 
vantage cited by those supporting a delay 
was the probability of an increase in unit 
sales because of lower costs. Sales of com¬ 
mercial vehicles, however, are less elastic 
with respect to price than passenger cars. 


being generally based on specific replace¬ 
ment needs, and little specific evidence 
was produced as to the overall effect on 
dollar sales. Comment* from the supplier 
industries, on the other hand, pointed out 
emphatically that the effect on them 
would be quite severe. 

The NHTSA concludes that the im¬ 
mediate economic disruption of a delay 
in Standard 121 would be at least as 
great as the difficulties that may be 
caused by its implementation, and that 
the long-term safety benefits of the 
standard will outweigh these difficulties 
and the costs associated with them. The 
prospect of higher weight limit* for 
trucks and trailers makes the setting of 
an air brake performance standard even 
more important. For these reasons, there¬ 
fore. Standard No. 121 (49 CFR 571.121) 
will not be postponed, and will come into 
effect as presently Issued on January 1, 
1975. for trailers and March 1. 1975, for 
trucks and buses. 

Several manufacturers noted difficul¬ 
ties that they have experienced in ob¬ 
taining components needed to make 
their vehicles conform to the standard. 
The NHTSA invites such persons to 
notify this agency of such problems, 
both for informational purposes and for 
any assistance the agency might render 
in obtaining proper attention from sup¬ 
pliers. Producers of fewer than 10,000 
vehicles per year should also be aware 
of the procedure for obtaining a tem¬ 
porary exemption on the ground of eco¬ 
nomic hardship (49 CFR Part 555). In¬ 
ability to obtain needed supplies could 
qualify as a basis for such an exemption. 
Contact with the NHTSA on these mat¬ 
ters may be made by telephone at 202- 
426-9511. 

(Sec. 103. 119. Pub; I*. 89-503. 80 SUt. 718 
(15 US.C. 1392, 1407); delegation of author¬ 
ity at 49 CFR 1*1) 

Issued on December 31, 1974, 

James B. Gregory, 
Administrator. 

(PR Doc.75-308 Filed 1-2-75;9:02 am] 


CHAPTER X—INTERSTATE COMMERCE 
COMMISSION 

SUBCHAPTER A—GENERAL RULES ANO 
REGULATIONS 

(No. MC-C-6829 (Sub-No. 1JJ 

PART 1064—NOTICE OF AND PROCE- 
DURES FOR BAGGAGE EXCESS VALUE 
DECLARATION 

Limitation of Free Baggage Allowance- 
Reasonableness of the $50 limitation 
and Greyhound Lines-Petition for Inves¬ 
tigation 

By report and order dated December 4. 
1974. reported at 120 M.C.C. 719, the In¬ 
terstate Commerce Commission adopted 
regulations regarding the liability of 
motor common carriers of passengers and 
their baggage subject to part II of the 
Interstate Commerce Act for lost or dam¬ 
aged baggage. 

The promulgated regulations generally 
prohibit limitation of liability by the car¬ 
riers to an amount less than 1250 per 
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adult ticket for lass or damage to bag¬ 
gage checked by the passenger. The car¬ 
riers also will be required to post ade¬ 
quate and conspicuous notice of the limi¬ 
tation of liability, with a statement that 
additional coverage is available upon 
payment of a charge. The regulations re¬ 
quire that Identification togs be attached 
to the baggage, and that tags be made 
available by the carriers to the passen¬ 
gers upon request. 

The effective date of the regulations 
will be March 3. 1075. These regulations 
are promulgated pursuant to parts I and 
II of the Interstate Commerce Act <49 
UJ5.C. 1 and 301 et seq.) and sections 553 
and 559 of the Administrative Procedure 
Act C5 U.8.C. 553 and 559). The adopted 
regulations read as follows: 

§ 1061.1 Minimum iwrini^iblr limita¬ 
tion* for baggage liability. 

No motor common carrier of passen¬ 
gers and baggage subject to part n of 
the Interstate Commerce Act. shall by 
tariff provision limit its liability for 106 s 
or damage to baggage checked by a pas¬ 
senger transported in regular-route or 
special operations to an amount less 
than $250 per adult ticket. Appropriate 
identification must be attached securely 
by the passenger to each item of baggage 
checked, indicating in a clear and legible 
manner the name and address to which 
the baggage should be forwarded if lost 
and subsequently recovered. Identifica¬ 
tion tags shall be made immediately 
available by such carriers to passengers 
upon request. 
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§ 1061.2 Notice of na*s«>nger*jt ability to 
declare acrw value on baggage. 

(a) All motor common carriers of pas¬ 
sengers and baggage subject to part II 
of the Interstate Commerce Act. which 
provide in their tariffs for the declara¬ 
tion of baggage in excess of a free bag¬ 
gage allowance limitation, shall provide 
clear and adequate notice to the public 
of the opportunity to declare such excess 
value on baggage. 

<b) The notice referred to In para¬ 
graph (a) of this section shall be in large 
and clear print, and shall state as fol¬ 
lows: 

Notice—Baogagx Ljajulxtt 

This motor carrier la not limbic for loss 
or damage to properly Identified baggage In 
an amount exceeding • . If a passenger 

desires additional coverage for the value of 
his baggage he may. upon checking his 
baggage, declare that bis baggage has a 
value in excess of the above Limitation and 
pay a charge os follows: 

iDumrr Yotra Baggage 

Under l.C.C. regulations, alt baggage must 
be properly Identified. Luggage togs should 
Indicate clearly the name and address to 
which lost baggage should be forwarded. 
Free luggage togs are available at all ticket 
windows and baggage counters. 

The statement of charges for excess 
value declaration shall be clear, and any 
other pertinent provisions may be added 
at the bottom in clear and readable print. 

(c) The notice referred to in para¬ 
graphs (a) and <b) of this section shall 
be <1> placed in a position near the 
ticket seller, sufficiently conspicuous to 
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apprise the public of its provisions, (2) 
placed on a form to be attached to each 
ticket issued (and the ticket seller shall, 
where possible, provide oral notice to 
each ticket purchaser to read the form 
attached to the ticket), (3) placed in a 
position at or near any location w'here 
baggage may be checked, sufficiently con¬ 
spicuous to apprise each passenger 
checking baggage of its provisions, and 
(4» placed In a position at each boarding 
point or waiting area used by the carrier 
at facilities maintained by the carrier or 
its agents, sufficiently conspicuous to ap¬ 
prise each boarding passenger of the pro¬ 
visions of the said notice. 

§ 1061.3 Ilaggngr rxret* value clrrlnrii- 
thm procedure*. 

AH motor common carriers of passen¬ 
gers and baggage subject to part H of the 
Interstate Commerce Act. which provide 
in their tariffs for the declaration of 
baggage value in excess of a free baggage 
allowance limitation, shall provide for 
the declaration of excess value on bag¬ 
gage at any time or place w here provision 
is made for baggage checking, including 
(a) at a baggage checking counter until 
15 minutes before scheduled boarding 
time, and <b) at the side of the bus or at a 
baggage checking counter in reasonable 
proximity to the boarding area during 
boarding at a terminal or any authorized 
service point. 

[seal] Robert L. Oswald, 

Secretary . 

[FH. Doc.75-432 Filed l-*-75;8:45 am.] 
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proposed rules 


This section of the FEDERAL REGISTER contetns notices to the public of the proposed issuance of rules and regulotioos. The purpose of 
these notices Is to ghre Interested persons an opportunity to participate In the rule malting prior to the adoption of the final rules. 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Part 1 ] 

DEFINITION OF BANKING, FINANCING, OR 

SIMILAR BUSINESS OF CONTROLLED 

FOREIGN CORPORATIONS 

Notice of Proposed Rule Making 

Notice is hereby given that the reg¬ 
ulations set forth in tentative form in 
the attached appendix are proposed to 
be prescribed by the Commissioner of 
Internal Revenue, with the approval of 
the Secretary of the Treasury or ills dele¬ 
gate. Prior to the final adoption of such 
regulations, consideration will be given 
to any comments pertaining thereto 
which are submitted in writing (prefer¬ 
ably six copies) to the Commissioner of 
Internal Revenue, Attention: CC:LR:T, 
Washington, D.C. 20224, by February 5. 
1975. Pursuant to 26 CFR 601.601(b), 
designations of material as confidential 
or not to be disclosed, contained In such 
comments, will not be accepted. Thus, 
a person submitting written comments 
should not include therein material that 
he considers to be confidential or inap¬ 
propriate for disclosure to the public. 
It will be presumed by the Internal Reve¬ 
nue Service that every written comment 
submitted to it in response to this notice 
of proposed rule making Is intended by 
the person submitting it to be subject 
in its entirety to public Inspection and 
copying in accordance with the proce¬ 
dures of 26 CFR 601.702(d) (9). Any per¬ 
son submitting written comments who 
desires an opportunity to comment orally 
at a public hearing on these proposed 
regulations should submit his request, in 
writing, to the Commissioner by Febru¬ 
ary 5. 1975. In such case, a public hear¬ 
ing will be held, and notice of the time, 
place, and date will be published in a 
subsequent issue of the Federal Register, 
unless the person or persons who have 
requested a hearing withdraw their re¬ 
quests for a hearing before notice of the 
hearing has been filed with the Office of 
the Federal Register. Hie proposed regu¬ 
lations are to be issued under the au¬ 
thority contained in section 7605 of the 
Internal Revenue Code of 1954 (68A Stat. 
917:26 D.8.C. 7805). 

t seal] Donald C. Alexander, 
Commissioner of Internal Revenue . 

This document contains proposed 
amendments of the Income Tax Regula¬ 
tions (26 CFR Part 1) under section 954 
of the Internal Revenue Code of 1954 re¬ 
lating to the definition of a banking, fi¬ 
nancing, or similar business. 

Section 954(c) (3) (B) of the Code pro¬ 
vides that, foreign personal holding com¬ 


pany income of a controlled foreign cor¬ 
poration does not Include dividends, in¬ 
terest, or gains from the sale or exchange 
of stock or securities If such dividends, 
interest, or gains are derived in the ac¬ 
tive conduct of a banking, financing, or 
similar business. Section 954(c)(4)(B) 
of the Code provides that such foreign 
personal holding company income does 
not include Interest received In the con¬ 
duct of a banking, financing, or similar 
business from a related person engaged 
in such a business if the businesses of 
the recipient and payer are predomi¬ 
nantly with unrelated persons. 

8ccUon 1.954-2(d) (2) (il) of the In¬ 
come Tax Regulations, as adopted by 
TJ3. 6734, which was published In the 
Ff.dkral Register for May 15. 1964 (29 
FR 6385>, contains a definition of the 
term “banking, financing, or similar 
business’* for purposes of making such a 
determination. That definition Is also 
used by way of cross-reference in I 1,954- 
2(e) <2) of the Income Tax Regulations. 
Both provisions contain a 50-percent test 
for determining when a person is pri¬ 
marily engaged in the conduct of a bank¬ 
ing. financing, or similar business. 

In order to achieve substantial uni¬ 
formity in definition these proposed 
amendments conform the existing defini¬ 
tion under section 954 to the definition 
of the same term contained in $9 1.864-4 
(CM5HI) and 1.904-4(c) of the Income 
Tax Regulations. However, they do not 
include in 6uch definition the activity of 
carrying on an insurance company busi¬ 
ness contained in 9 1.904-4*c) (1) (vli) be¬ 
cause section 954(c)(3)(B) of the Code 
has a separate rule on insurance com¬ 
panies and because 9 1.904-4(c) (1) (vii) 
was adopted as a result of a statement 
in H.R. Rep. No. 1450, 89th Cong. 39, 111, 
1968-2 CJB. 994. 1046. involving an 
amendment of section 904(f) of the Code 
by section 106(c) of the Foreign In¬ 
vestors Tax Act of 1966. On the other 
hand, the present rule in 9 1.954-2(d) (2) 
(ii) <d) which includes the carrying on of 
certain underwriting activities is re¬ 
tained. The 50-percent test in para¬ 
graphs (d> (2) (il) and (e) <2> of 9 1.954-2 
is dropped. 

In order to accomplish these changes 
the Income Tax Regulations are hereby 
amended as follows, effective on the 31st 
day following the date of publication of 
the adopted amendments in the Federal 
Register: 

PART 1—INCOME TAX; TAXABLE YEARS 
BEGINNING AFTER DECEMBER 31 f 1953 

Section 1.954-2 is amended by revising 
paragraphs (d)(2) (ii) and (ill) and (e) 
(2) to read as follows: 


g 1.934—2 Foreign prritonal holding 
company income. 

• • • • • 

(d> Certain income received from un¬ 
related persons in the active conduct of 
a trade or business. 9 • • 

(2) Dividends , interest, and pains on 
securities, received in banking or other 
financing business from unrelated per¬ 
sons. • • • 

(ii) Definition of banking, financing . 
or similar business. A controlled foreign 
corporation will be considered to be en¬ 
gaged in the conduct of a banking, fi¬ 
nancing. or similar business for purposes 
of this subparagraph if it is engaged in 
business, whether in the United States or 
in a foreign country or possession of the 
United States, and the activities of that 
business consist of any one or more of the 
following activities carried on in trans¬ 
actions with persons situated within or 
without the United States— 

<A> Receiving deposits of money from 
the public, 

(B) Making personal, mortgage, in¬ 
dustrial, or other loans to the public, 

(C) Purchasing, selling, discounting, or 
negotiating for the public on a regular 
basis, notes, drafts, checks, bills of ex¬ 
change, acceptances, or other evidence® 
of Indebtedness, 

(D) Issuing letters of credit to the 
public and negotiating drafts drawn 
thereunder. 

<E) Providing trust services for the 
public. 

<F) Financing foreign exchange trans¬ 
actions for the public, or 

(G> Purchasing stock or debt obliga¬ 
tions from the issuer or obligor (or from 
a person or persons controlling, con¬ 
trolled by. or under common control with, 
such issuer or obligor) thereof for the 
purpose of distributing such stock or ob¬ 
ligations through resale t» the public. 

Although the fact that the controlled 
foreign corporation is subjected to the 
banking and credit laws of a foreign 
country or possession of the United 
States shall be taken into account in de¬ 
termining whether it is engaged in the 
conduct of a banking, financing, or simi¬ 
lar business in that country or posses¬ 
sion. the character of the business ac¬ 
tually carried on during the taxable 
year therein shall determine whether it 
is conducting a banking, financing, or 
similar business therein, A controlled 
foreign corporation which acts merely 
as a financing vehicle for borrowing 
funds for its parent corporation or a re¬ 
lated person, as defined in paragraph 
(e)(1) of 9 1.954-1, shall not be consid¬ 
ered to be engaged In the conduct of a 
banking, financing, or similar business. 
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If, In addition to conducting a bonking, 
financing, or similar business, a con¬ 
trolled foreign corporation carries on 
other business activities, for example, the 
business of selling or manufacturing 
goods or merchandise from which it 
realizes Income, gain, or loss, only those 
dividends, interest, and excess of gains 
over losses from sales or exchanges of 
stock or securities, derived in the con¬ 
duct of the banking, financing, or similar 
business shall be excluded from foreign 
personal holding company income of the 
controlled foreign corporation under sec¬ 
tion 954<c) (3) (B). 

(iii) Incidental income. If securities 
or shares of stock are acquired as m 
dinary and necessary incident to the 
conduct of a banking, financing, or simi¬ 
lar business, as defined in paragraph 
(d) (2) 01) of this section, the dividend 
and interest income from, and the excess 
of gains over losses from sales or ex¬ 
changes of, such securities or stock will 
be considered to be derived In the con¬ 
duct of a banking, financing, or similar 
business for purposes of this subpara¬ 
graph but only so long as the retention 
of such property remains an ordinary 
or necessary Incident to the conduct of 
such business. Thus, the acquisition of 
a security or stock acquired as the result 
of. or in order to prevent, a loss In & 
banking, financing, or similar business 
upon o loan contracted in the ordinary 
course of such business will be considered 
ordinary and necessary to the conduct 
of such business, but dividends. Interest, 
gain, or loss on such security or stock 
will be considered derived or incurred 
in the conduct of a banking, financing, 
or similar business only so long as the 
holding of such security or stock remains 
an ordinary and necessary incident to 
the conduct of such business. The term 
'•security,” as used in this subdivision, 
means any bill, note, bond, debenture, 
or other evidence of indebtedness, or any 
evidence of an Interest in, or right to 
subscribe to or purchase, any of the 
foregoing. 

• • • • • 

(e) Certain income received from re¬ 
lated persons. • • • 

(2) Interest received in banking, fi¬ 
nancing. or similar business from a re¬ 
lated person. Foreign personal holding 
company income of a controlled foreign 
corporation does not include Interest re¬ 
ceived in the conduct of a banking, fi¬ 
nancing, or similar business if such in¬ 
terest is received from a related person, 
as defined in paragraph (e)(1) of 
1 1.954-1, if the related person is en¬ 
gaged in the conduct of a banking, fi¬ 
nancing. or similar business, and if the 
payer are predominantly with unrelated 
persons, as defined in paragraph (e) (2) 
of I 1.954-1. 8ee section 954(c)(4)(B). 
For purposes of this subparagraph, the 
businesses of the recipient and the 
payer of interest will be considered to be 
predominantly with unrelated persons 
for a taxable year if both the recipient 
and the payer each receive more than 70 
percent of their gross income for the 
taxable year from unrelated persons. De¬ 


terminations as to compliance with such 
70-percent test shall be made for the 
taxable year of the controlled foreign 
corporation in which the interest is re¬ 
ceived and for the taxable year of the 
related person In which the interest is 
paid. The rules provided in paragraph 
<d> <2) of this section shall apply under 
this subparagraph for purposes of de¬ 
termining whether a person is engaged 
in the conduct of a banking, financing, 
or similar business and whether interest 
is received in the conduct of such busi¬ 
ness. The application of this subpara¬ 
graph may be illustrated by the follow¬ 
ing example: 

trample. Controlled foreign corporation It 
li organized under the banking 1 *wb of for¬ 
eign country X. M'l solo business activity 
consist* of transactions with the public In 
which It receives deposits of money and 
makes loans. In the conduct of its banking 
business M receives In 1974 S percent of Its 
gross Interest Income from payments made 
In such year by foreign corporation N. a 
related person Incorporated under the laws 
of foreign country Y. Both M and N 
laws of foreign country Y. Both M and N 
use the calendar year as the taxable year. 
For 1974, N la engaged In the conduct of a 
financing business. M and N each derive 
more than 70 percent of their gross Income 
for 1974 from unrelated persons. Interest 
Income of M received from N In 1974 lx ex¬ 
cluded from Id‘a foreign personal holding 
company Income under section 054(c)(4) 
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[ 26 CFR Part 31 ] 
EMPLOYMENT TAXES 
Notice of Proposed Rule Making 

Notice is hereby given that the regu¬ 
lations set forth in tentative form in the 
attached appendix are proposed to be 
prescribed by the Commissioner of Inter¬ 
nal Revenue, with the approval of the 
Secretary of the Treasury or his delegate. 
Prior to the final adaption of such regu¬ 
lations, consideration will be given to 
any comments pertaining thereto which 
are submitted in writing (preferably six 
copies) to the Commissioner of Internal 
Revenue. Attention: CC:LR:T, Washing¬ 
ton, D.C. 20224. by February 5. 1975. Pur¬ 
suant to 26 CFR 601.601(b). designations 
of material as confidential or not to be 
disclosed, contained in such comments, 
will not be accepted. Thus, a person sub¬ 
mitting written comments should not 
Include therein material that he con¬ 
siders to be confidential or Inappropriate 
for disclosure to the public. It w r ill be 
presumed by the Internal Revenue Serv¬ 
ice that every written comment sub¬ 
mitted to it in response to this notice of 
proposed rule making is intended by the 
person submitting it to be subject 
in its entirety to public inspection and 
copying in accordance with the pro¬ 
cedures of 26 CFR 601.702<d) (9). Any 
person submitting written comments who 
desires an opportunity to comment orally 
at a public hearing on these proposed 
regulations should submit his request. In 
writing, to the Commissioner by Febru¬ 
ary 5, 1975. In such case, a public hearing 


will be held, and notice of the time, 
place, and date will be published In a 
subsequent issue of the Federal Regis¬ 
ter. unless the person or persons who 
have requested a hearing withdraw their 
requests for a hearing before notice of 
the hearing has been filed with the 
Office of the Federal Register. The pro¬ 
posed regulations are to be Issued under 
the authority contained in section 7805 
of the Internal Revenue Code of 1954 
(68A Stat. 917: 26 UB.C. 7805). 

f seal 1 Donald C. Alexander. 

Commissioner of Internal Revenue . 

This document contains proposed 
amendments to the Employment Tax 
Regulations (26 CFR Part 31) In order 
to conform such regulations to the pro¬ 
visions of sections 104(i>. 122(b), 125(a), 
128(b), 129(a)(2), and 138(b) of the So¬ 
cial Security Amendments of 1972 (86 
Stat. 1341, 1354. 1357, 1358, 1359. and 
1365). 

The Social Security Amendments of 
1972 provide generally that, after 1974, 
payments made to an employee after he 
obtains age 62. whether male or female, 
are not ”wages” subject to social security 
taxation, if the employee did not work 
for his employer in the period for which 
the payment is made. Prior to this 
amendment the computation point for 
this exclusion was age 65 for men and 
age 62 for women. 

The 1972 Amendments provide that 
payments made by an employer after 
1972 to a disabled former employee who 
performed no services during the pay¬ 
ment period arc not “wfages" if paid 
after the calendar year in which the 
former employee became eligible to re¬ 
ceive disability insurance benefits under 
the Social Security Act. Payments made 
by an employer after 1972 to a survivor 
or estate of a former employee after the 
year of his death are also excluded from 
••wages”. 

The 1972 Amendments redefine "em¬ 
ployment” to extend social security to 
employees of the Federal home loan 
banks and to certain temporary and in¬ 
termittent employees of the Government 
of Guam for services performed by such 
employees after 1972 (and, in certain 
cases for services performed in the em¬ 
ploy of a Federal home loan bank, after 
1966 and before 1973). 

Generally, after 1972. the Amend¬ 
ments except from "employment'* serv¬ 
ices performed by students while in the 
employ of auxiliary nonprofit organiza¬ 
tions such as student bookstores or stu¬ 
dent housing, when such units are orga¬ 
nized and operated exclusively for the 
benefit of. or controlled by the school, 
college, or university which they were 
established to serve. 

In order to conform the Employment 
Tax Regulations (26 CFR Part 31) to the 
amendments made to the Internal Rev¬ 
enue Code of 1954 by sections 104(i), 
122(b). 125(a), 128(b). 129(a)(2). and 
138(b) of the Social Security Amend¬ 
ments of 1972 (86 Stat. 1341, 1354. 1357. 
1358, 1359, and 1365), such regulations 
are amended as follows: 
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p ART 31—EMPLOYMENT TAXES; APPLI¬ 
CABLE ON OR AFTER JANUARY 1. 1955 

1. Section 31.3121(a)(9) Is amended 
to read as follows: 

§ 31.3121 (a)(9) Statutory provisions; 
definition*; wage*; puymcnl* to cm* 
ploy re* for non-work period*. 

Sec. 3121. Definitions —(a) Wages. For pur¬ 
pose* of this chapter, the term “wage®’' means 
all remuneration for employment. Includ¬ 
ing the cash value of all remuneration paid 
In any medium other than cash: except that 
such term shall not include— 


(0) Any payment (other than vacation or 
sick pay) made to an employee after the 
month in which he attains ago 62. If such 
employee did not work for th© employer In 
the period for which such payment is made; 

| Sec. 3121(a)(0) as amended by sec. 201 
(b). Social Security Amendments 1056; sec. 
4(b)(1), Act of Oct. 13, 1064 (PXu 88 650. 
78 3tat. 1077); sec. 104(1), Social Security 
Amendments 1072) 

2. Section 31.3121<a) <9>-l Ls amended 
by revising paragraph (a) thereof to 
read as follows: 

§ 31.3121 (a) (9)—1 Payment* to em¬ 
ployee* for non-work period*. 

(a) The term “wages’* does not In¬ 
clude any payment (other than vacation 
or sick pay) made by an employer to an 
employee for a period throughout which 
the employment relationship exists be¬ 
tween the employer and the employee, 
but In which the employee does not 
work (other than being subject to call 
for the performance of work) for the 
employer, if such payment is made after 
the calendar month in which— 

<1> The employee attains age 65, if 
the employee Is a man to whom the pay¬ 
ment Is made before January 1975. or if 
the employee is a woman to whom the 
payment ls made before November 1956, 
or 

<2> The employee attains age 62. If 
the employee Is a man to whom the pay¬ 
ment Is made after December 1974, or If 
the employee Is a woman to whom the 
payment is made after October 1956. 

• • • * • 

3. Section 31.3121(a) (14)-1 is amended 
to read as follows: 

g 31.312100(1 i)-l Payment* by cm- 
ploycr to fturvbor or cstalr of former 
employee. 

The term “wages** does not Include 
any payment by an employer to a sur¬ 
vivor or the estate of a former employee 
made after 1972 and after the calendar 
year In which such employee died. 

4. Section 31.3121(a) U5)-1 is amended 
to read as follows: 

§ 31.312l(n)(lS)-1 Payment* by rm- 
ploycr lo disabled former employee. 

The term “wages** does not include 
any payment made after 1972 by an em¬ 
ployer to on employee, if at the time such 
payment is made such employee ls en¬ 
titled to disability insurance benefits 
under section 223(a) of the Social Se¬ 
curity Act and such entitlement com¬ 
menced prior to the calendar year in 
which such payment is made, and if such 
employee did not perform any service 


for such employer during the period for 
w hich such payment is made. 

5. Section 31.3121(b)(6) ls amended 
by revising subparagraph (B) (11) and 
the historical note thereof, and by add¬ 
ing immediately after the historical note 
of section 2 of the Act of September 21, 
1961, a new section 125 of the Social 
Security Amendments of 1972 and a his¬ 
torical note. These amended and added 
provisions read as follows: 

§31.3121(b)(6) Statutory provision*; 
definition*: employnirnl; service* in 
employ of United State* or instru¬ 
mentality thereof. 

Sec. 3121. Definitions. • • • 

(b) Employment. For purpose* of this 
chapter, th© term "employment" mean* 
• • • any service, of whatever nature, per¬ 
formed after 1954 • • •; except that • • • 
■uch term shaU not Include— 


(11) 8ervlce performed in the employ of 
a Federal land bank, a Federal intermediate 
credit bank, a bank for cooperatives, a Fed¬ 
eral land bank association, a production 
credit association, a Federal Reserve Bank, 
a Federal Home Loan Bank, or a Federal 
Credit Union; 


(Paragraph (7), sec. 3121(b), as redesig¬ 
nated paragraph (6) and amended by sec. 
205 (b), (d), Social Security Amendments 
1954: sec. 201(d) (1), (2), Social Security 
Amendments 1956: secs. 104(h), 202(a), 
Farm Credit Act 1950 (73 Stot. 387. 389); 
sec. 311(b)(4), Social Security Amend¬ 
ments 1065; sec. 403(1), Social Security 
Amendments 1967] 

• • • • • 

Sec. 125. (Social Security Amendments of 
19721. 

(a) The provisions of section 210(a)(6) 

(B) (il) of the Social Security Act and section 
3121(b)(6)(B) (II) of th© Internal Revenue 
Code of 1954. insofar a* they relate to service 
performed In the employ of a Federal home 
loan bank, shall b© effective— 

(1) With respect to all service performed 
in the employ of a Federal home loan bank 
on and after the first day of tho first calendar 
quarter which begins on or after the date of 
the enactment of this Act; and 

(2) In the ca»c of Individuals who are In 
the employ of a Federal home loan bank on 
such first day. with respect to any service 
performed In the employ of a Federal home 
loan bank after the last day of the sixth cal¬ 
endar year preceding tho year in which this 
Act is enacted; but this paragraph shall be 
effective only if an amount equal to the taxes 
imposed by sections 3101 and 3111 of such 
Code with respect to the services of all such 
Individuals performed in th© employ of Fed¬ 
eral home loan banks after the last day of 
the sixth calendar year preceding the year In 
which this Act is enacted are paid under the 
provisions of section 3122 of such Cod© by 
July 1. 1973. or by such later date as may be 
provldod In an agreement entered into before 
such date with the Secretary of the Treasury 
or his delegate for purpose* of this paragraph. 

(Sec. 125(a). Social Security Amendments 
1972) 

6. Subdivision (il) of paragraph (c) (4) 
of $ 31.3121(b) (6)-1 Is amended to read 
05 follows: 

§ 31.3)21 (b) (6)—1 Services in employ 
of United Stalo* or instrumentality 
thereof. 

• • • © © 


(c) Services performed for an instru¬ 
mentality not subject to employer tax on 
December 31, 1950 , and covered under a 
retirement system established by such 
instrumentality. • • • 

(4) • • • 

(ii) Services performed in the employ 
of a production credit association, a Fed¬ 
eral Reserve Bank, or a Federal Credit 
Union; services performed before Dec¬ 
ember 31, 1959. in Uie employ of a na¬ 
tional farm loan association: services 
performed after December 30. 1959. In 
the employ of a Federal land bank asso¬ 
ciation: services performed after Decem¬ 
ber 31, 1959, in the employ of a Federal 
land bank, a Federal Intermediate credit 
bonk, or a bank for cooperatives: services 
performed after December 31. 1972, in 
the employ of a Federal home loan bonk; 
and services performed after December 
31, 1966, and before January 1. 1973. In 
the employ of a Federal home loan bank, 
in the case of individuals who are in such 
employ on the latter date, provided that 
an amount equal to the taxes imposed by 
sections 3101 and 3111 with respect to 
all such services performed by all such 
Individuals are paid under the provisions 
of section 3122 by July 1, 1973; 


7. Section 31.3121(b)(7) is amended 
by revising subparagraphs «B) (ii) and 

(C) (iv). by inserting new subparagraph 

(D) at the end thereof, and by revising 
the historical note. These amended and 
added provisions read as follows: 

§ 31.3121 (b) (7) Statutory provision*; 
definition*; employment; service* in 
employ of State* or their political 
Mtlnli vision* or instrumentalities. 

Sec. 3121. Definitions. • • • 

(b) Employment. For purposes of this 
chapter, the term “employment" means 
• • • any service, of whatever nature, per¬ 
formed after 1054 • • • ; except that • • • 
such term shall not Include— 

• • • • • 

(7) • • • 

(B) • • • 

(U) The remuneration for service de¬ 
scribed in clause (1) (including fees paid to 
a public official) shall be deemed to haw 
been paid by the Government of Ouara (see 
historical note at end of this section) or 
the Government of American Samoa or by a 
political subdivision thereof or an Instru¬ 
mentality of any one or more of the fore¬ 
going which is wholly owned thereby, which¬ 
ever is appropriate, 

(C) *** 

(lv) By a member of a board, committee, 
or council of the District of Columbia, paid 
on a per diem, meeting, or other fee bast*, 
or 

(D) Service performed in tho employ of 
th© Government of Ouam (or any instru¬ 
mentality which ls whoUy owned by such 
Government) by an employee properly clas¬ 
sified as a temporary or Intermittent em¬ 
ployee, If such service Is not covered by a 
retirement system established by a law of 
Guam; except that (1) tho provisions of this 
subparagraph shall not be applicable to serv¬ 
ice* performed by an elected official or a 
member of the legislature or In a hospital 
or penal institution by a patient or inmate 
thereof, and (11) for purpose® of this sub¬ 
paragraph, clauses (1) and (il) of subpara¬ 
graph (B) shall apply; 
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(Sec. 3131(b)(8) ret Seftlgn&ted paragraph 
(7) by bcc. 203(b). Social Security Amend- 
menu 1834; as amended by sec. 103(n). Social 
Security Amendments 1060; sec, 317(b), 
Social Security Amendments 1065; sec. 403 
(1). Social Security Amendment# 1067; nee. 
128(b), Social Security Amendment# 1073. 
The provlsloits of section 3121(b)(7)(B) arc 
not applicable to eenrloo performed In the 
employ of the Government of Guam, of any 
political subdivision thereof, or of any wholly 
owned instrumentality of one or more of the 
foregoing, for the reason that a cert Ideation 
by the Oovernor of Guam, for which there is 
provision in sec. 103(v)(l), Social Security 
Amendments 1060. has not been received by 
the Secretary of the Treasury. Such a certifi¬ 
cation was mads by the Oovernor of American 
Samoa and was received by the Secretary of 
the Treasury on December 39, 1060. Such a 
certification was made by the Commissioners 
of the District of Columbia and was received 
by the Secretary of the Treasury on Aug. 12, 
1065] 

8. Section 31.3121(b) <7>-l Is amended 
by adding paragraph <e) at the end 
thereof to read as follows: 

§ 31.3121 (b) (7)—1 Service* in employ 
of Slates or their politirul subdivi¬ 
sions or inotrumcnlalitics. 


(e) Government of Guam. The excep¬ 
tion from employment under section 
3121(b)(7) does not apply to services 
performed after 1972 in the employ of 
the Government of Guam or any instru¬ 
mentality which is wholly owned there¬ 
by, by an employee properly classified 
as a temporary or intermittent em¬ 
ployee, if such service is not covered by 
a retirement system established by a law 
of Guam. The preceding sentence shall 
not apply to the services performed by 
an elected official or a member of the 
legislature or in a hospital or penal in¬ 
stitution by a patient or inmate thereof. 
For purposes of this paragraph— 

(1) Any person whose services as an 
officer or employee of such Government 
or Instrumentality is not covered by a 
retirement system established by a law 
of the United States shall not. with re¬ 
spect to such service, be regarded as an 
employee of the United States or any 
agency or instrumentality thereof, and 

(2) The remuneration for service de¬ 
scribed in subparagraph (1) < including 
fees paid to a public official) shall be 
deemed to have been paid by such Gov¬ 
ernment or instrumentality. 

9. Section 31.312(b) (10) is amended 
by revising the caption and subpara¬ 
graph (B) thereof, and by revising the 
historical note, to read as follows: 

§ 31.3121(b) (10) Statutory provision*; 
definition*; rttiplo) mi ni; service* for 
remuneration of less than $50 for 
calendar quarter in the employ of 
certain organisation* exempt from 
income tax; service* performed by 
certain student* in the employ of a 
school, college, or university or of a 
nonprofit organization auxiliary 
thereto. 

Sec. 3121. Definitions. • • • 

(b) Employment. For purposes of this 
chapter, the term "employment" means • • • 
any service, of whatever nature, performed 
after 1954 • • •; except that ♦ • • such term 
shall not Include— 


( 10 ) • • • 

(B) Service performed In the employ of— 

(1) A school. coUege, or university, or 

(11) An organization described in section 
509(a)(3) if the organization Is organized, 
and at all times thereafter is operated, ex¬ 
clusively for the benefit of, to perform the 
functions of. or to carry out the purposes 
of a school, college, or university and Is oper¬ 
ated. supervised, or controlled by or In con¬ 
nection with such school, college, or univer¬ 
sity, unless It Is a school, college, or univer¬ 
sity of a State or a political subdivision 
thereof and the services performed In its em¬ 
ploy by a student referred to in section 218 
(c) (5) of the Social Security Act are covered 
under the agreement between the Secretary 
of Health. Education, and Welfare and such 
State entered Into pursuant to section 218 of 
such Act; if such service la performed by a 
student who Is enrolled and regularly attend¬ 
ing classes at such school, college, or univer¬ 
sity; 

(Sec. 3121 (b) (11),Internal Revenue Code 
1954, redesignated paragraph (10) by sec. 205 
(b). Social Security Amendments 1954; as 
amended by sec. 129(a)(2), Social Security 
Amendments 1972] 

10. Section 31.3121(b) (10)-1 Is amend¬ 
ed by revising paragraph (b) thereof to 
read as follows: 

g 31.3121 (b)(IO)-l Service* for re¬ 
muneration of Ic** than $50 for cal¬ 
endar quarter in the employ of cer¬ 
tain organizations exempt from in¬ 
come tax. 

• • • • • 

(b) See ft 31.3121(b) (8)-2, relating to 
services performed In the employ of re¬ 
ligious, charitable, educational, and cer¬ 
tain other organizations exempt from 
Income tax; ft 31.3121(b) (8)-l, relating 
to services performed by a minister of 
a church in the exercise of his ministry 
or by a member of a religious order in 
the exercise of duties required by such 
order; ft 31.3121(b) (10)-2, relating to 
services performed by certain students 
in the employ of a school, college, or uni¬ 
versity or of a nonprofit organization 
auxiliary to a school, college, or univer¬ 
sity; and ft 31.3121(b) (13)—1. relating to 
services performed" by certain student 
nurses and hospital interns. 

11. Section 31.3121(b) (10)-2 is amend¬ 
ed by revising the caption and para¬ 
graphs (a), (b), and <c) thereof to read 
as follows: 

§ 31.3121 (b)(10)-2 Service* per¬ 
formed by certain student* in the 
employ of a ncliool, college, or uni¬ 
versity, or of a nonprofit organiza¬ 
tion auxiliary' to a *rhool, college, or 
university. 

(a)(1) Services performed in the em¬ 
ploy of a school, college, or university 
(whether or not such organization is ex¬ 
empt from Income tax) are excepted 
from employment, if the services are per¬ 
formed by a student who is enrolled and 
is regularly attending classes at such 
school, coUege. or university. 

(2) Services performed after 1972 in 
the employ of an organization which is— 

(0 Described in section 509<a) (3) and 
ft 1.509 (a)-4; 

<ii> Organized, and at all times there¬ 
after operated, exclusively for the bene¬ 
fit of, to perform the functions of. or to 
carry out the purposes of a school, col¬ 
lege. or university: and 
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(111) Operated, supervised, or con¬ 
trolled by or in connection with such 
school, college, or university; 
are excepted from employment, if the 
services are performed by a student who 
is enrolled and is regularly attending 
classes at such school, college, or uni¬ 
versity. The preceding sentence shall not 
apply to services performed in the em¬ 
ploy of a school, college, or university of 
a State or a political subdivision thereof 
by a student referred to in section 218 
(c)(3) of the Social Security Act <42 
U.8.C. 418(c)(5)) if such services are 
covered under the agreement between 
the Secretary of Health, Education, and 
Welfare and such State entered into pur¬ 
suant to section 218 of such Act. For the 
definitions of '’operated, supervised, or 
controlled by*\ "supervised or controlled 
in connection with", and "operated in 
connection with", sec paragraphs <g>, 
(h). and (i), respectively, of ft 1.509 <a>- 
4. 

(b) For purposes of this exception, the 
amount of remuneration for services per¬ 
formed by the employee in the calendar 
quarter, the type of services performed 
by the employee, and the place where 
the services are performed are Immate¬ 
rial. The statutory tests are (1) the 
character of the organization in the em¬ 
ploy of which the tervices are performed 
as a school, college, or university, or as 
an organization described in paragraph 
(a) (2) of this section, and (2) the status 
of the employee a a a student enrolled 
and regularly attending classes at the 
school, college, or university by which 
he is employed or with which his em¬ 
ployer is affiliated. 

(c) The status of the employee as a 
student performing the services shall be 
determined on the basis of the relation¬ 
ship of such employee with the organiza¬ 
tion for which the services are per¬ 
formed. An employee who performs serv¬ 
ices in the employ of a school, college, or 
university, as an incident to and for the 
purpose of pursuing a course of study 
at such school, college, or university has 
the status of a student in the perform¬ 
ance of such services. An employee who 
performs services in the employ of an 
organization described in paragraph (a> 
(2) of this section, as an incident to and 
for the purpose of pursuing a course of 
study at a school, college, or university 
with which such organization is affiliated, 
has the status of a student in the per¬ 
formance of such services. 


|PR Doc.75-441 Filed 1~6~75;8:45 am] 


DEPARTMENT OF AGRICULTURE 
Farmers Home Administration 
[ 7 CFR Part 1872 ] 

IFmHA Instructions 465 1J 
REAL ESTATE SECURITY 
Proposed Revision 

Notice is hereby given that the 
Farmers Home Administration has un¬ 
der consideration the revision of Subpart 
A of Part 1872. Title 7, Codo of Federal 
Regulations (38 FR 19385). This revision 
prescribes policies and procedures for 


FEDERAL REGISTER, VOt. 40, NO. 4—TUESDAY. JANUARY 7, 1975 







1231 


PROPOSED RULES 


servicing and liquidation of real estate 
loans and certain note-only cases More 
responsibility and approval authority 
have been placed on the State Director. 
District Director, and County Supervisor 
so that the number of referrals to the 
National Office will be reduced. This 
proposed revision also makes the follow¬ 
ing major change*: 

1. Use of the FmHA County Commit¬ 
tee is no longer authorized for servicing 
actions involving borrowers indebted 
only for section 502 or 504 RH loans. 

2. Section 1872.1(g) has been revised 
to define County Supervisor. 

3. Section 1872.2(b)(1) is revised to 
permit the District Director, except in 
foreclosure cases, to authorize the Coun¬ 
ty Supervisor to take possession of the 
property and enter into a lease or care¬ 
taker’s agreement for the account of the 
borrower on the best terms obtainable. 

4. Section 1872.2(0(1) Is revised to 
delete the requirement for National Of¬ 
fice concurrence to enter a bid or to 
make payment of more than $40,000 un¬ 
der prior lien foreclosure. 

5. Section 1872.2(d) is revised to pro¬ 
vide that divorce cases will be submitted 
to the District Director rather than to 
the State Director, for his advice or con¬ 
currence in servicing the account. 

6. Section 1872.2(e) Is added to pro¬ 
vide Instructions for handling abandon¬ 
ment coses. 

7. Section 1872.3(c)(4) has been re¬ 
vised to permit a subordination to anoth¬ 
er lender for FO. RL, LCD. and SW loans 
when the total indebtedness does not ex¬ 
ceed the market value of the security or 
$225,000. whichever is less. 

8. Section 1872.3(d) <2> (ll> is revised 
to provide that an RL. SW. RH or EM 
loan may be subordinated for develop¬ 
ment or enlargement purposes and for 
any purpose for which that type loan 
may be made. 

9. Section 1872.3(f) is revised to pro¬ 
vide that when a subordination is grant¬ 
ed in connection with an FO, SW. or RL 
loan to permit a loan by another lender, 
the FmHA appraiser is authorized to use 
the appraisal report prepared for the 
other lender in determining the recom¬ 
mended market value of the property. 

10. Section 1872.3(g) is revised to in¬ 
crease the approval authority of the 
County Superv isor and District Director 
to $100,000 and $160,000. respectively. 

11. Section 1872.3(h) is revised to re¬ 
quire that the County Committee certifi¬ 
cation or recommendation be completed 
in all cases involving a subordination for 
the purchase of additional land except 
when the borrower owes only a section 
502 or 504 RH loan 

12. Section 1872.7 Is revised to clarify 
the policy for servicing loans in cases in¬ 
volving junior liens. 

13. Section 1872.8 Is revised to grant 
the County Supervisor. District Director, 
and State Director greater authority for 
approving the leasing of security prop¬ 
erty. 

14. Section 1872.10 is revised to per¬ 
mit the County Supervisor to consent to 
a severance agreement when the value 
of the item severed does not exceed $25.- 
000. The District Director s authority is 
increased to $50,000. 


• »*• 

15. Section 1872.17(h) is revised to pro¬ 
vide that when a cash sale of mortgaged 
real estate will result in the secured debts 
not being paid in full, the County Super¬ 
visor may approve the sale for not less 
than the market value of the property 
and release the Government's lien. 

16. Section 1872.18 Is revised to: Per¬ 
mit the County Supervisor, District Di¬ 
rector. and State Director to approve 
transfers when the amount of the secured 
debt does not exceed $100,000. $160,000. 
and $225,000. respectively: provide that 
when the FmHA debt consists only of OL 
and EM operating-type loans secured by 
real estate the payment period may not 
exceed 5 amortized annual installments. 
Also, in case of real estate loan transfers 
previously made on terms of not more 
than 5 years and the borrower is not able 
to meet the payments because of condi¬ 
tions beyond his control, an extension of 
the repayment period may be authorized 
not to exceed a total of 10 years from 
the date of transfer: provide that the 
borrower cannot be released from per¬ 
sonal liability when real estate secured 
loans, other than 502 and 504 RH loans, 
arc transferred to an ineligible transferee 
for a repayment period of more than 5 
years from the date of the assumption 
agreement. When a borrower is not re¬ 
leased from liability upon a transfer and 
assumption, he must Indicate that he 
will continue to be liable for the debt by 
signing an agreement to that effect. 

17. Section 1872.19 is revised to permit 
the County Supervisor and District Di¬ 
rector to approve voluntary conveyance 
provided the total debts against the se¬ 
curity do not exceed $100,000 and $160.- 
000, respectively. For section 502 and 504 
RH loans, an appraisal is not required 
when the approval official with the ad¬ 
vice of the County Supervisor determines 
that the borrower has cooperated in good 
faith, used due diligence to maintain the 
property against loss, and has otherwise 
fulfilled the covenants of the loan to the 
best of his ability. In such cases, the ap¬ 
proval official will accept the offer for the 
full satisfaction of the FmHA debt se¬ 
cured by the real estate. However, in 
cases when the debt is not satisfied and 
the borrower is not released from per¬ 
sonal liability for the remaining balance 
of the debt, the credit to be entered on 
the borrower's loan record will be the 
present market value of the security con¬ 
veyed as determined by a current ap¬ 
praisal. 

Interested persona are invited to sub¬ 
mit written comments, suggestions, or 
objections regarding this proposed re¬ 
vised Subpart to the Deputy Administra¬ 
tor Comptroller. Farmers Home Admin¬ 
istration, United States Department of 
Agriculture. Room No. 5007, South 
Building. Washington, D.C. 20250. on or 
before February 6. 1975. All written sub¬ 
missions made pursuant to this notice 
will be made available for public inspec¬ 
tion at tiie Office of the Deputy Admin¬ 
istrator Comptroller, during regular 
business hours (8:15 a.m. to 4:45 p.m.> 

As proposed. Subpart A is revised to 
read as follows: 


Sob part A —Servicing and Liquidation of Raat 
Estate Security for Loan* to Individual* 
and Cartain Note Only Cases 

Sec. 

1872.1 General. 

1872.2 Preservation of security property 

and protection of liens, 

1872 3 Subordination of FmHA mortgage 
to permit refinancing, extension, 
reamer tlzatlou. Increase in 
amount of existing prior lien, or 
to permit a prior lien. 

1872.4 Consent by partial release, subordi¬ 

nation. or otherwise, to sale or 
other disposition of portion of or 
interest in security, except leases. 

1872.5 Subordination of FmHA real estate 

mortgages to casements to the 
Bureau of Sport Fisheries and 
Wildlife. 

1872.6 Subordination or FmHA Is lien to 

the Commodity Credit Corpora¬ 
tion’s (CCC’s) security Interest 
taken for loans for farm storage 
and drying equipment. 

1872.7 Consent to junior liens. 

1872.8 Consent to borrower's granting lease 

of security. 

1872.9 Transfer of upland cotton, peanut 

or tobacco allotments, 

1872.10 Severance agreements 

1872.11 Disposition of proceeds of partUl 

release, subordination, and con¬ 
sent transactions. 

1872.12 Assignment and release of soil bank 

or similar program payments. 

1872 13 Deceased borrower. 

1872.14 Bankruptcy and insolvency. 

1872.15 Servicing note-only cases. 

1872.16 Release of FmHA mortgage with¬ 

out monetary consideration on 
basis of additional security or be¬ 
cause of mutual mistake or non¬ 
existence of evidence of Indebted¬ 
ness or valueless liens. 

1872.17 Liquidation action. 

1872.18 Transfer of real estate security. 

1872 19 Voluntary conveyance of security 

to FmHA. 

1872 20 Foreclosure by the Government. 
1872.21 Taking liens on real estate as ad¬ 
ditional security In servicing 
FmHA loans. 

1872 22 Assignment of promissory notes and 
security instruments outside the 
program. 

1872 23 Cosigners—Rural Housing (RH) 
loans. 

1872 24 Submission to National Office of 
certain partial release, subordi¬ 
nation. oorue nt. or other trans¬ 
actions. 

1872.25 State supplements and reference to 
the OOC. 

187226 Redelegmtkm of authority. 

1672.27 Nondiscrimination. 

Exhibit A—Memorandum of Understanding 
between Bureau of Spert Fish¬ 
eries and Wildlife and the 
Farmers Home Administration 

Atmtoamr: (7 U5C. 1089); <42 UJ8.C. 
1480): (42 Ufi.C >: (5 UJ8.C. 301); delegation 
of authority by the Secretary of Agriculture, 
7 CFR 223: delegation of authority by the 
Assistant Secretary for Rural Development, 7 
CFR 2 70; delegations of authority by Direc¬ 
tor OEO. 29 FR 14784. 33 FR 9850. 

Subpart A—Servicing and Liquidation of 
Real Estate Security for Loans to In¬ 
dividual and Certain Note-Only Cases 

§ 1072.1 General. 

(a) Purpose. The purpose of this aub- 
parl is to delegate auU»ority and pre¬ 
scribe policies and procedures for serv¬ 
icing and liquidating real estate security 
for Fanners Home Administration 
(FmHA) loans to individuals Including 
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loans on leasehold interests, and certain 
note-only cases, except Rural Rental 
Housing (RRH) and Labor Housing 
<LH) loans to Individuals operating un¬ 
der a loan agreement, or to Business and 
Industrial <B&I) loans. This subpart does 
not apply to loans subject to an FraHA 
Contract or Guarantee. 

(b) General policies. Real estate secu¬ 
rity will be serviced in a manner to ac¬ 
complish the loan objectives and protect 
the Government’s financial Interest. To 
accomplish these purposes, the real estate 
security will be serviced in accordance 
with the security instruments and related 
agreements. Including any authorized 
modifications, provided the borrower has 
reasonable prospects of accomplishing 
the loan objectives, properly maintains 
and accounts for the security, and other¬ 
wise meets the loan obligation, including 
loan repayment, in a satisfactory man¬ 
ner. When the above conditions are not 
satisfied, or it is determined that the 
loans must be liquidated for other rea¬ 
sons. and sufficient legal grounds for 
liquidation exist, prompt action will be 
taken to liquidate the security to protect 
the Government’s financial interest. 

<c) Borrower’s respoTisibility. Each 
borrower U responsible for repaying 
principal and interest on a timely 
basis pursuant to the loan documents, 
paying real estate taxes, providing ade¬ 
quate property Insurance, maintaining, 
protecting, and accounting to the FmHA 
for all real estate security, and comply¬ 
ing with other loan requirements. 

(d) County Supervisor responsibilities. 
The County Supervisor is responsible for 
informing each borrower of his responsi¬ 
bilities in connection with the loan, see¬ 
ing that the security is being properly 
maintained and accounted for, and for 
servicing the security in accordance with 
this Subpart. When a borrower fails to 
maintain, protect, or account for the se¬ 
curity as required by the loan docu¬ 
ments, or makes unauthorized disposi¬ 
tion or use of any security, prompt ac¬ 
tion will be instituted to protect the 
FmHA’s Interest. The County Super¬ 
visor will obtain any legal advice he 
needs from the Office of the General 
Counsel <0 GC) through the State Di¬ 
rector. In cases that have been referred 
to the OOC tor legal action, no further 
action will be taken by the County Su¬ 
pervisor or other MmHA personnel with¬ 
out prior clearance with the OOC. If the 
case has been referred to the U.S. At¬ 
torney, clearance with the U.8. Attorney 
will be obtained through the OGC. 

<e) Servicing insured loans— (!) Serv¬ 
icing actions. Servicing actions for in¬ 
sured loans will be the same as 
for direct loons except that in vol¬ 
untary conveyance, and foreclosure 
cases, when the Insured note is not held 
in the county office, the Finance Office 
will be requested to obtain assignment of 
the insured loan to the insurance fund 
as provided in S 1872.19 and 9 1872.20 re¬ 
spectively, and when an insured Farm 
Ownership <FO) mortgage running to 
the lender as mortgagee is not held by 
the FmHA under trust assignment, or 
declaration of trust, or In the Insurance 
fund (called Insured FO mortgage held 


by the lender in this subpart> and a 
WTitten subordination or partial release 
or other servicing document is requested, 
the document w^ill be executed by the 
holder on a form prepared or approved 
by the OGC. In such cases, contacts with 
the holder will be made by the State Di¬ 
rector and the holder’s execution of the 
document will constitute his consent. 

(2) Execution of documents by Gov¬ 
ernment. The County Supervisor is au¬ 
thorized to execute all necessary forms, 
satisfactions, releases, and other docu¬ 
ments required to complete any trans¬ 
actions in this subpart after the action 
has been approved by the appropriate 
approval official. The documents will be 
executed in behalf of the United States 
in the following form: 

<i) “United States of America/’ when 
the mortgage names the United States as 
mortgagee, or when a mortgage running 
to the lender is not under a trust or dec¬ 
laration of trust and the note is held by 
the Insurance fund. 

(li) “United States of America, for It¬ 
self and as Trustee,” when an FO mort¬ 
gage is held by the FmHA under a trust 
assignment or declaration of trust, re¬ 
gardless of whether the note is held by a 
lender or by the insurance fund. 

(f) Consent of lienholders. When this 
subpart requires the consent of other 
lienholders, before the FmHA consents 
to a transaction which affects the secu¬ 
rity of its hen, such consent will be ob¬ 
tained and furnished to the FmHA by 
the borrower. The consent will, unless 
otherwise provided in a state supplement, 
include agreement as to the disposition 
of any funds involved In the transaction. 

(g) Definitions. Unless otherwise In¬ 
dicated, the term “FmHA loans,” “FmHA 
accounts.” “FmHA interests,” 'FmHA 
security,” "FmHA debts,” and similar 
terms apply to Indebtedness owed to or 
Insured by the United States of America 
acting through the FmHA, and to related 
security instruments. The term “note” in¬ 
cludes any note. bond, assumption agree¬ 
ment, or other evidence of indebtedness 
The term “mortgage” includes deeds of 
trust and similar real estate security in¬ 
struments and chattel security instru¬ 
ments where appropriate. 

“County Supervisor” means “County 
Supervisor” and “Assistant County Su¬ 
pervisor” when in the opinion of the 
County Supervisor the Assistant County 
Supervisor has been sufficiently trained 
to competently perform the required ac¬ 
tions and has delegated such authority to 
the Assistant County Supervisor in 
writing. 

§ 1872.2 Prfwnulion of htiiHij prop¬ 
erly nu«l protection of lien*. 

<a) Inspection of security. The County 
Supervisor will inspect farm real estate 
security every three years for accounts 
that are current. More frequent inspec¬ 
tions will be made when a borrower is 
delinquent or otherwise in default or 
when problems exist Involving the se¬ 
curity property. Security on nonfarm 
tracts will be inspected only if liquida¬ 
tion action is likely to be taken, the prop¬ 
erty has been abandoned, when neces¬ 
sary to protect the interest of the 


Government, or whenever requested by 
the borrower. If all or part of the se¬ 
curity is located in another County 
Office area, the County Supervisor for 
that area may be requested to inspect 
the property. 

<b) Action by FmHA for account of 
borrower. When necessary to protect the 
interest of the Government, actions will 
be taken by FmHA for the account of the 
borrower as provided below. Any ad¬ 
vances made for such purposes will be 
paid by Standard Form 1034. “Public 
Voucher for Purchases and Services 
Other Than Personal.” and charged to 
the borrower’s account. 

<1> Operation of security by lessee or 
caretaker. When prior approval is ob¬ 
tained from the State Director in any 
case, or the District Director in non- 
foreclosure cases, the County Supervisor 
will take possession of the property and 
will enter Into a lease or caretaker's 
agreement for the account of the bor¬ 
rower on the best terms obtainable but 
not to exceed one year. Lease or care¬ 
taker’s agreements will not be used as 
an alternative for, or as a means of de¬ 
laying prompt liquidation of the loan. 
Lease agreements will be entered into on 
Form FmHA 465-2, “Lease of Security 
Property,” and caretaker’s agreements on 
Form FmHA 465-3, “Caretaker’s Agree¬ 
ment (Real Property Only)/' 

(2) Taxes and assessments. Real estate 
taxes and assessments will be handled 
in accordance with Part 1863 of this 
chapter. 

<3) Insurance. For FmHA loans se¬ 
cured by liens on real estate, property 
Insurance will be obtained and serviced 
in accordance with requirements for the 
kind of loan involved. 8ubpart A of Part 
1806 of this chapter, and when appro¬ 
priate Subpart B of Part 1806 of this 
chapter. 

(4) Maintenance. In abandonment and 
pending liquidation cases, the State Di¬ 
rector may authorize emergency repairs 
necessary to protect the interests of the 
FmHA. 8uch repairs will be properly 
documented on Fbrm FmHA 424-1. “De¬ 
velopment Plan." In all other cases, com¬ 
plete information concerning the bor¬ 
rower’s failure to adequately maintain 
the security property and the State Di¬ 
rector’s recommendation for continuing 
the loan will be submitted to the National 
Office for prior authorization to advance 
funds for needed repairs. If there is a 
prior lien, expenditures for maintenance 
will not be made unless the prior lien¬ 
holder refuses to moke them. Evidence of 
his unwillingness to do so should be In¬ 
cluded in the case file. 

(c) Act Urns by third parties which 
affect security. The borrower will be ex¬ 
pected to protect his own interest in con¬ 
demnation, trespass, quiet title and 
other cases affecting the security. Third 
party actions include court or other 
actions in which the security property 
is involved. When the County Supervisor 
learns of any action taken by third par¬ 
ties which materially affects the security 
interests of the Government, he will send 
complete Information concerning the 
action, the County Office case file, and 
his recommendations to the 8tatc Direc- 
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tor. When the Government or the County 
Supervisor Is made a party to a court 
action, or when any suit Is brought to 
condemn. Impose a lien upon, or other¬ 
wise affect any part of the FmHA real 
estate security, Information furnished by 
the County Supervisor will Include a 
copy of the petition or complaint. If 
available to him, a statement of account, 
a current appraisal report, the name and 
address of borrower’s attorney, tf any. 
and any other pertinent information. 
The State Director will. In all litigation 
cases and In any other case where ap¬ 
propriate, alter receiving the advice of 
the OGC, advise the County Supervisor 
of the actions to be taken to protect the 
Government's Interest. When the State 
Director determines that foreclosure or 
other actions which would cause the bor¬ 
rower to lose possession of the property 
Is imminent he may give consideration to 
making a subsequent loan, as appropri¬ 
ate. or approving a subordination to 
permit another lender to make a loan 
to satisfy such action when necessary to 
enable the borrower to retain the prop¬ 
erty. provided he has the ability and 
resources necessary to overcome the 
problems that caused the action, and. 
the third party agrees to postpone fur¬ 
ther action pending the processing of a 
subsequent loan or subordination. The 
State Director will notify the County 
Supervisor of the actions to be taken 
to protect the Government's Interest. 

(1) Sale under prior lien foreclosure . 
When a prior lien foreclosure sale is to be 
held and the State Director determines 
that a substantial net recovery on the 
Government's interest can be made by 
acquiring and reselling the security, he 
will authorise a bid in accordance with 
5 1872.20(b)(4) (ri) and <vii>. Such bid 
may provide for payment of the prior lien 
Indebtedness and costs incidental to the 
sale which must be paid from the sale 
proceeds. When under state law it is nec¬ 
essary, prior to such foreclosure, to ac¬ 
quire the prior lienholder's rights to pro¬ 
tect the Government’s Junior lien inter¬ 
est, and in other situations when it is ad¬ 
vantageous to the Government to pay the 
prior lien in full before the foreclosure 
sale, payment of the prior lien and re¬ 
quired costs may be made with the advice 
of the OGC. provided the Government 
will obtain a greater recovery of the se¬ 
cured debt (not an inventory profit) than 
it could by bidding at the prior lien fore¬ 
closure sale, and the FmHA account 
after acqtiisltlon of the prior lien will be 
liquidated as provided in i 1872.17. Infor¬ 
mation clearly supporting the action as 
being to the Government’s financial ad¬ 
vantage must be documented and made 
as part of the file. 

(1) Lienholder debt. The prior lien¬ 
holder will be contacted to determine 
the amount of his indebtedness including 
the cost of foreclosure sale and whether 
payment by 8P-1034 is acceptable to him 
if the Government is the successful bid¬ 
der at the sale. If the prior lienholder 
requires a cash payment. SF-1034 will be 
processed in sufficient time for the Coun¬ 
ty Supervisor to receive a U.S. Treasury 
check before the sale. Requesting the 


check, payment of the bid. and payment 
of any other costs by using SF-1034 will 
be in accordance with the applicable por¬ 
tions of | 1872.20. The costs will be 
charged to the borrower's account. 

<li) Title evidence. Title evidence will 
be obtained prior to making a bid on the 
property or acquiring the prior lien¬ 
holders rights. 

(ill) Assignment. An Insured loan 
which is not held by the insurance fund 
will, whenever possible, be assigned to 
the Insurance fund before the foreclosure 
sale. Otherwise, the assignment will be 
completed as soon as feasible after the 
foreclosure sale. 

<iv> Final reporting . (A) When FmHA 
enters a bid or is the successful bidder 
at the foreclosure sale, reporting actions 
will be in accordance with 1 1872.20 of 
this subpart. 

<B) When the State Director deter¬ 
mines that no bid will be entered by 
FmHA, the County Supervisor will never¬ 
theless attend the sale and make a narra¬ 
tive report to the State Director outlining 
the results of the foreclosure sale and 
plans for future servicing of the account. 
A narrative report will be sent to the Fi¬ 
nance Office when no recovery is made 
by the Government. If the Government is 
to rely on its redemption rights, that 
fact will be indicated in the report. 

(v) Servicing Government redemption 
rights . If the Government did not have 
an opportunity or for other reasons did 
not protect its interest at the time of the 
foreclosure sale by a prior lienholder and 
has any redemption rights, the State Di¬ 
rector will determine whether to redeem 
the property before the redemption pe¬ 
riod expires. Such determination will be 
made after considering all factors includ¬ 
ing the value of the property or changes 
in its value after the sale and any other 
pertinent information. This determina¬ 
tion will be made at a time sufficiently 
prior to expiration of the redemption 
period to permit exercise of the Govern¬ 
ment's rights. If redemption of the prop¬ 
erty is appropriate, the State Director's 
recommendation, accompanied by com¬ 
plete Information showing the basis for 
not acquiring the security at the sale 
and factors which Justify redemption of 
the property, should be sent to the Na¬ 
tional Office for prior consideration. The 
report should be accompanied by an 
opinion of the OGC stating that the re¬ 
demption is legally authorized. If it is 
decided not to redeem the property, the 
right of redemption may be sold for its 
value by the State Director. There is no 
authority to dispose of redemption rights 
without consideration. 

(2) Foreclosure sale subject to FmHA 
mortgage. It a lien Junior to the FmHA 
lien is foreclosed and the property is 
sold subject to the FmHA mortgage, the 
account will be transferred under 
§ 1872.18, if appropriate. Otherwise, it 
alii be liquidated as provided in $ 1872.17. 

<d> Divorce actions. When borrowers 
with loans on farm are involved in a 
divorce action, the County Supervisor 
will submit the case to the District Di¬ 
rector after the final divorce decree has 
been granted for his advice or concur¬ 


rence in servicing the account. When 
borrowers whose loans are secured by a 
mortgage on a nonfarm tract are in¬ 
volved in a divorce action, the County 
Office file will be submitted to the Dis¬ 
trict Director for advice when the County 
Supervisor is uncertain of the servicing 
actions needed to protect the Govern¬ 
ment's interest or if continuation of the 
loan with the remaining borrower is not 
authorized. A subsequent loan made as a 
result jot a divorce action will be handled 
in accordance with 1 1872.18(b) (14). 

<e) Abandonment. When a borrower 
has removed Ills personal property from 
the farm or home or the County Super¬ 
visor believes security property has been 
abandoned by the borrower, he will Im¬ 
mediately check with the neighbors, rel¬ 
atives in the area, the local post office, 
utilities offices, schools, and other appro¬ 
priate sources to determine if the family 
has moved from the area and. if so. 
whether a forwarding address can be 
determined. If the security property is 
not being maintained, and available in¬ 
formation Indicates that it has been 
abandoned, the County Supervisor will 
immediately report the facts to the State 
Director and request authority to take 
possession of the property pending liqui¬ 
dation. make emergency repairs needed 
to prevent further deterioration of the 
property, and to enter into a lease or 
caretaker’s agreement on behalf of the 
borrower. If the security property is not 
in need of emergency repairs. Form 
FmHA 465-7, “Report on Real Estate 
Problem Case." will be prepared and sub¬ 
mitted through the District Director to 
the State Director for his consideration. 

§ 1872.3 Subordination of FmllA mort¬ 
gage to permit rr firm ruing, reten¬ 
tion, rcamortization, inrrfwf in 
amount of existing prior lien, or to 
permit a prior lirn. 

(a) Reamortising existing FmHA debts. 
Existing FmHA loans may be reamor- 
tized to permit a loan of another lender 
in lieu of a subsequent loan of the kind 
involved with prior approval of the Dis¬ 
trict Director or State Director as ap¬ 
plicable. The reamortization of each 
existing loan may be made only within 
the remaining period of that loan. Au¬ 
thority to re amortize an account will be 
granted when it is determined that the 
borrower cannot reasonably be expected 
to meet installments due unless the ac¬ 
count is re amortized. When a loan is re¬ 
amortized it will be processed in accord¬ 
ance with Subpart A of Part 1861 of this 
chapter. 

<b> Use of other lenders* funds to re - 
duce FmHA debts. In connection with a 
subordination primarily for other pur¬ 
poses, funds of another lender may be 
used to pay on on FO. Soil and Water 
<SW>, Recreation Loan (RL). Operating 
Loan (OL), or Emergency loan iEM> 
only to the extent that is necessary to 
accomplish the objectives of the FmHA 
loan involved and to establish the bor¬ 
rower's operations on a sound basis with¬ 
in his ability to pay. Also, when a bor¬ 
rower owes any of the aforementioned 
loans and a Rural Housing (RH) loan. 
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the funds of another lender may be used 
to pay the amount delinquent on the RH 
loan or to refinance the total RH debt 
when necessary. It is not intended that 
the Fro HA lien will be subordinated for 
removal of a delinquency that the bor¬ 
rower could be expected to pay within 
five years. It is also the policy to only 
permit payment of that portion of the 
PmHA debt that is necessary to avoid 
failure in connection with obtaining ad¬ 
ditional resources essential to success. 
This authority will be u*ed In those cases 
that will provide for meeting the FmHA 
objectives as specified in 5 1872.1(b) of 
this subpart. In such cases, the narrative 
justification and the case file will be sent 
to the National Office prior to develop¬ 
ment of the subordination. 

(C) Conditions for subordination. A 
subordination may be granted subject to 
the following conditions: 

<1> Refinancing. The borrower is un¬ 
able to refinance the FmHA debt on 
terms which he can reasonably be ex¬ 
pected to meet: 

(2) Objectives. The transaction will 
further the objectives for which the 
FmHA loan was made; 

(3> Prior Uen . The terms and condi¬ 
tions of the prior lien will be such that 
the borrower can reasonably be expected 
to meet them, as well as all other debts: 

(4) Market lvalue. The amount of any 
prior lien plus the balance of the FmHA 
debt will not exceed the market value 
of the security: except for an FO, RL. 
Land Conservation and Development 
<LCD>, or SW loan, it will not exceed 
the market value of the security or $225.- 
000. whichever is less. When the FmHA 
indebtedness was not fully secured by 
the market value of the security before 
the transaction, a subordination may be 
granted only if the market value of the 
total security will be Increased by an 
amount at least equal to the amount of 
the additional advance. The $225,000 
limitation will not apply to loans If. be¬ 
cause of Are. Hood, windstorm, or other 
casualties, the subordination is neces¬ 
sary for land development or for the re¬ 
pair or replacement of essential build¬ 
ings to put the property in livable and 
operable condition or to protect it against 
further deterioration. How’evor. the sub¬ 
ordination will not permit the total in¬ 
debtedness to exceed the present market 
value of the security: 

(5) Stock. An assignment of the bene¬ 
ficial Interest in any stock required in 
connection with a loan will be obtained 
as collateral security, when possible, and 
when needed for security: and 

(6) Security. The FmHA secured in¬ 
debtedness after the subordination will 
be adequately secured or will not be ad¬ 
versely affected by the transaction. 

(d> Purposes of subordination. A sub¬ 
ordination may be granted to: 

(1) Refinance . extend, or reamortize. 
Refinance, extend, or reamortize an ex¬ 
isting prior lien provided the amount 
of the indebtedness secured by the prior 
Uen. as of the date of the transaction, 
is not increased by more than reasonable 
costs incident to loan closing, plus funds 
for the purchase of any required stock. 


(2) Increase. Increase the amount of 
prior Uen or permit a new prior Uen 
when the funds will be used: 

(i) Nonfarm tract. On a nonfarm tract 
securing RH loans for purposes for which 
RH nonfarm loans are authorized sub¬ 
ject to the limitations that would be ap¬ 
plicable if an RH loan were made. When 
the mortgage Includes nonfarm prop¬ 
erty larger than a minimum adequate 
site, the subordination may be granted 
on the excess land for purposes not in¬ 
consistent with the purposes for which 
the loan was made. 

(U) Farm. On a farm which secures 
an FO loan only or an FO and any other 
type FmHA loan, for any purpose for 
which an FO loan can be made. Also, an 
RL. 8W, RH. or EM loan may be sub¬ 
ordinated for development or enlarge¬ 
ment purposes and for any purpose for 
which that type loan may be made. How¬ 
ever. if the RH loan was made to 
finance a dweiUng and the loan is se¬ 
cured only by the dwelling and dwelling 
site, the RH loan will be subordinated 
only for purposes for which an RH non¬ 
farm loan may be made. 

(3) Requirements. Any transaction 
approved under $ 1872.3(d) (2) (1) or 
(ID must meet the following additional 
requirements: 

(D The proposed use of the funds 
will improve the borrower’s ability to 
repay the FmHA loan(s) or is neces¬ 
sary to place the operation on a sound 
basis. 

(ID In the case of either an FO loan 
or OL loan, the use of the funds will not 
result in the farm being larger than a 
family farm or family farming opera¬ 
tion. 

dll) Any proposed development will 
be planned and performed In accordance 
with Part 1804 of this chapter or in a 
manner directed by the creditor which 
reasonably attains the objectives of Part 
1804 of this chapter and is concurred in 
by the State Director. 

(iv> Funds to be used for development 
or to acquire land will be handled as 
prescribed for FO loan funds in Part 
1803 of this chapter, except that If the 
creditor will not permit the use of a 
supervised bank account, arrangements 
satisfactory* to the FmHA which will as¬ 
sure that the funds will be spent for the 
planned purposes may be substituted. 

(v> In coses of land purchase or ex¬ 
change of property, the FmHA will ob¬ 
tain a valid mortgage on such acquired 
land. Title clearance and loan closing 
will be required the same as for an Initial 
or subsequent FO loan as appropriate. 
The mortgage will be recorded when the 
subordination is delivered to the other 
lender, or immediately after the other 
lender records its mortgage. 

(e) Request for subordination. When 
a borrower requests the FmHA to sub¬ 
ordinate a mortgage Form FmHA 465-1. 
“Application for Partial Release. Sub¬ 
ordination. or Consentwill be pre¬ 
pared. If an agreement to give notice 
of foreclosure is required for approval of 
an initial FmHA loan, an agreement with 
a new prior lienholder will be obtained 
as required in 1 1807.2(f) (5) of this 
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chapter. In case of an Insured FO mort¬ 
gage held by the lender, the holder's 
consent will be obtained in accordance 
with 1 1872.1(e). Any junior lienholder's 
consent to the transaction and use of 
the proceeds will be obtained as provided 
In I 1872.1(f) of this subpart. 

(f) Appraisal A current appraisal re¬ 
port will be prepared when property is to 
be‘purchased or exchanged, or when the 
existing appraisal report Is more than 
two years old or is inadequate to make 
the determination required in this sub¬ 
part. When an appraisal is req\ilred by 
FmHA in connection with a subordina¬ 
tion being granted to the Federal Land 
Bank <FLB>, the appraiser may recom¬ 
mend. or the loan approval official may 
find, the market value of the total secu¬ 
rity to be equal to the market value of 
the real estate plus the value of the FLB 
stock. This determination will be re¬ 
corded on a separate sheet and attached 
to the appraisal report. When a subor¬ 
dination is granted in connection with 
an FO. SW. or RL loan to permit a loon 
by another lender, the FmHA appraiser 
is authorized to use the appraisal report 
prepared for the other lender in deter¬ 
mining the recommended market value 
of the property in accordance with Sub¬ 
part A of Part 1809 of this chapter. 

(g) Approwl authority. The County 
Supervisor and District Director are 
authorized to approve transactions under 
9 1872.3 alien the total Indebtedness 
against the security after the transaction 
is completed does not exceed $100,000 and 
$160,000 respectively. The County Super¬ 
visor. however, may not approve trans¬ 
actions that involve refinancing of an 
FmHA debt. The State Director is au¬ 
thorized to approve transactions that 
exceed the approval authority of the 
County Supervisor and District Director. 
When a new appraisal ts required for a 
farm, the employee who appraises the 
property cannot approve the transaction. 
Also, the Assistant County Supervisor 
may not approve a transaction when the 
appraisal is made by the County Super¬ 
visor in the same office. 

(h> Processing. When the approval of 
the transaction by the State Director is 
required or when the County Supervisor 
or District Director desires advice before 
his approval of the transaction, the bor¬ 
rower's case folder with current docu¬ 
ments to support the applicable deter¬ 
minations such as, w'hcre appropriate. 
Forms FmHA 431-2. “Farm and Home 
Plan," FmHA 431-1. “Long-Time Farm 
and Home Plan," FmHA 431-3, “Family 
Budget." FmHA 422-1, "Appraisal Re¬ 
port (Farm Tract)FmHA 422-8. “Prop¬ 
erty Information and Appraisal Report— 
Rural Housing Nonfarm Tract." FtoHA 
440-2. “County Committee Certification 
or Recommendation," other necessary 
forms, and Form FmHA 465-1 will be 
sent to the State Office. Form FmHA 
440-2 will be completed In all cases in¬ 
volving a subordination for the purchase 
of additional land except when the bor¬ 
rower is indebted only for a section 502 
or 504 RH loan. After approval of the 
transaction, it will be closed in accord¬ 
ance with 8tate Supplements to the max- 
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imura extent possible as provided in 
l 1872.25. However, when legal advice on 
an individual case is necessary. Form 
FmHA 465-1. any subordination form 
furnished in connection therewith, the 
original or a copy of the FmHA mort¬ 
gage, the refinancing mortgage or agree¬ 
ment. and related documents will be sub¬ 
mitted to the OGC for review and prep¬ 
aration of the necessary instruments and 
closing instructions. The documents and 
closing instructions will be sent to the 
County Office. If the signature of the 
State Director is required on some of the 
instruments, the docket and closing in¬ 
structions will be routed through the 
State Office. The transaction will be com. 
pieted in accordance with the closing 
instructions. 

§ 1872.1 Content by partial rrl «***«*, 
subordination, or otherwise, to Mile 
or other di»|>o*ition of portion of or 
interest in aecnrity, except lenten. 

The consent of FmHA or other lien¬ 
holders may be in the form of a partial 
release, subordination, or other form of 
a partial release, subordination, or other 
form of WTitten consent, depending on 
the circumstances. The consent author¬ 
ized herein Is applicable to the disposi¬ 
tion of security or an interest in the se¬ 
curity rather than to a release of secu¬ 
rity granted to a mortgagor upon his 
reduction of the debt from regular or 
other personal funds. A formal release 
may not be delivered for 15 days after 
the payment is received unless such pay¬ 
ment is made in the form of cash, money 
order, certified check, or check from a 
reputable lending agency. Releases not 
delivered will usually be voided 30 days 
after notification to the requesting party 
that the release is available. 

(a> Provisions of FmHA mortgages. In 
all FmHA mortgages except RH loan 
mortgages prepared before October 1, 
1950. and a few OL. EM. Special Live¬ 
stock <SL). and Water Facilities (WF) 
loans mortgages, the borrower has 
agreed not to sell, transfer, assign, mort¬ 
gage, or otherwise encumber the security 
or any portion of or interest in it. with¬ 
out the prior written consent of the 
mortgagee. Furthermore, even in the 
case of the few RH, OL, EM. SL, and 
WF loan mortgages not requiring FmHA 
consent, any property, or any part there¬ 
of or interest therein which is subject 
to the FmHA mortgage and which is 
disposed of by the borrower without con¬ 
sent remains subject to the mortgage 
lien. In all FmHA mortgages the bor¬ 
rower expressly agrees not to engage, 
without prior consent, in certain speci¬ 
fied transactions. Including the cutting 
or removal of timber, or mining or re¬ 
moval of gravel, oil. gas, coal, or other 
minerals, except small amounts used by 
the borrower for ordinary domestic 
purposes. 

(b) Consent and partial release and 
subordination forms. When FmHA con¬ 
sent is requested, it will be given by ap¬ 
proving a completed Form FmHA 465-1 
if the transaction meets the conditions 
of I 1872.4(c). Also, when requested, the 
FmHA will give a written partial release 
or subordination on Form FmHA 
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460-1, 'Partial Release/’ approved by the 
OGC. Written consent of any prior or 
junior lienholders will be obtained by the 
borrower and delivered to the FmHA if 
any proceeds are not to be applied on 
liens in accordance with their priori¬ 
ties. When an insured FO mortgage is 
held by the lender, his consent will be 
obtained only if a written partial re¬ 
lease. subordination, or other written 
servicing document is requested. Any 
such consent will be obtained in accord¬ 
ance with 1 1872.1(f). 

(c) Conditions of FmHA consent. 
FmHA consent may be granted and a 
partial release or subordination executed 
if the consideration is adequate for the 
security property being disposed of. or 
rights granted: orderly repayment of 
the FmHA indebtedness will not be im¬ 
paired: the transaction will not inter¬ 
fere with successful operation of any 
farming enterprise or other enterprise 
providing repayment ability of the bor¬ 
rower: the market value of the security 
is adequate to secure the unpaid bal¬ 
ance of the FmHA debts, or if the mar¬ 
ket value of the security before the 
transaction was inadequate to fully se¬ 
cure the FmHA debts, the FmHA’s 
security interest is not adversely af¬ 
fected: and the provisions of 1 1872.4 <d) 
and <e> and } 1872.11 arc complied with. 
Exceptions to the foregoing sentence are 
provided in 4 1872.4(c) (1) and (2). 

(1) Condemnations. The conditions of 
consent as stated In paragraph (c) that 
the consideration is adequate for the 
security property being disposed of, or 
rights granted, and that orderly repay¬ 
ment of the FmHA Indebtedness will not 
be impaired will not apply in condemna¬ 
tion cases after final judgment or award 
which is not appealed. 

(2) Costs. In any case of consent, par¬ 
tial release, or subordination the County 
Supervisor may authorize the borrower 
to use a portion of the proceeds to pay 
customary incidental costs appropriate 
to the transaction and reasonable in 
amount which the borrower cannot ar¬ 
range to pay from personal funds or can¬ 
not have the purchaser pay. including 
real estate taxes which must be paid to 
consumate the transaction. Such costs 
may, for example. Include the following 
in justifiable cases: Costs of title exam¬ 
ination, surveys, abstracts, title insur¬ 
ance. reasonable attorney’s fees, and re¬ 
cording fees, reasonable attorneys’ fees 
and court costs in condemnation cases, 
costs necessary to determine the reason¬ 
ableness of an offer or asking price, such 
as fees for appraisal of minerals, land, or 
timber when the necessary appraisal 
cannot be obtained without costs, real 
estate brokers* commissions when a bor¬ 
rower can reasonably expect to obtain 
proceeds in an amount at least equal to 
the commission in excess % ot what could 
otherwise be obtained, or additional in¬ 
come tax w hich the borrower is required 
to pay for the year because of the capital 
gain or mineral royalty payments on the 
transaction. The amount of the esti¬ 
mated tax on the particular transaction 
will be deposited In the supervised bank 
account. Any deposited funds not needed 
to pay the borrower’s adjusted tax 11a¬ 
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bility for the year of the transaction wril] 
immediately be applied on the account 
as an extra payment. In any state in 
which it is necessary to obtain the in¬ 
sured note from the lender to present to 
the recorder before a release of a por¬ 
tion of the land from the mortgage, the 
borrower must pay any costs for postage 
and insurance of the note while in tran¬ 
sit. The County Supervisor will advise 
the borrower when he requests a partial 
release that he must pay such costs. If 
the borrower is unable to pay the costs 
from personal funds, they may be de¬ 
ducted from the sales proceeds. The 
amount of the charge w'ill be based on 
the statement of actual costs furnished 
by the lender. A subordination approval 
will also Include additional advances by 
the lender as necessary for taxes, insur¬ 
ance, emergency repairs for mainte¬ 
nance, and liquidation expenses. 

(3) Appraisals. When the official au¬ 
thorized to approve the transaction is 
uncertain whether a proposed consider¬ 
ation is adequate or for any other reason 
considers an appraisal necessary to com¬ 
plete Form FmHA 465-1, or when the 
transaction involves more than $5,000, a 
new appraisal report will be obtained in 
accordance with the applicable appraisal 
procedure. However, a new appraisal re¬ 
port need not be obtained if there Is an 
appraisal report not over two years old 
in the case file which will permit the of¬ 
ficial authorized to approve the transac¬ 
tion to make the proper determination of 
the market value of the property being 
retained and the market value of the por¬ 
tion to be released. When a new appraisal 
is not required, the appraiser will indi¬ 
cate his determination of values and the 
basis for It in the comments section of 
the existing appraisal report. The nota¬ 
tion will be initiated and dated. When a 
new appraisal report is required, it will 
be completed to show the present market 
value of the property being retained. 
Also, the present market value of the 
property being released will be shown un¬ 
der the comments section of the same 
appraisal report. Information regarding 
sales of comparable properties used in ar¬ 
riving at the present market value of the 
property being released will be shown in 
the comments section or on an attached 
sheet. 

(i) Stationary units. If timber or min¬ 
erals including sand, gravel, or stone, 
which appear to be worth more'than 
$2,000 are to be sold on the basis of the 
timber stand or the mineral deposit 
rather than the units to be removed, the 
borrower will be encouraged to obtain 
the assistance of a qualified technician 
other tlian an FmHA employee to advise 
him of the quality or value of the Umber 
or minerals and the manner in which 
they should be sold. Generally, such as¬ 
sistance can be obtained from State or 
Federal employees w f ho are located in the 
area. 

rii> Units removed. When Umber or 
minerals, including sand, gravel, or stone, 
are to be sold on the basis of the units to 
be removed, or when an easement or a 
right-of-way is to be sold or granted, the 
employee auUiorlzed to make Uie ap¬ 
praisal may Insert, date, and iniUal a no- 
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tation on the existing appraisal report 
instead of making a new appraisal reports 
The notation should show the unit value 
of Umber or minerals, or the value otf the 
easement or right-of-way. based on the 
conslderaUon being paid for similar items 
in the area, and the manner in which the 
remaining property will bo affected. If 
the market value of the remaining prop¬ 
erty Is significantly decreased, a market 
value appraisal of the remaining prop¬ 
erty usually will be required* 

(d> Authority of the County Super - 
visor and District Director . The County 
Supervisor and District Director are au¬ 
thorized to approve transacUons under 
5 1872.4. except those specifically re¬ 
served to the State Director as set forth 
In ft 1872.4(e), when tho total indebted¬ 
ness against the security does not exceed 
$100,000 and $160,000. respectively. Also, 
when liquidation in accordance with 
ft 1872.17 is not pending, the County Su¬ 
pervisor is authorised to approve trans¬ 
acUons when the entire proceeds Mother 
than coats authorized in ft 1872.4(c)(2), 
or normal income as defined in ft 1872.11 
(b) will be applied on the liens in the 
order of their priority. The employee 
who Appraises the property cannot ap¬ 
prove the transaction. For example, if 
the Assistant County Supervisor makes 
the appraisal, the transaction may be 
approved by the County Supervisor; if 
the County Supervisor mokes the ap¬ 
praisal. the transactions may be ap¬ 
proved by the District Director. In case 
of a three percent loan for forestry pur¬ 
poses. the application for consent or re¬ 
lease involving the harvest or sale of 
forest products will be forwarded to the 
District Director for approval if the har¬ 
vest or sale Is not in strict accordance 
with provisions of the initially-approved 
forestry plan, future repayments on the 
three percent advance are scheduled on 
any basis other than equal annual in¬ 
stallments. there is a lien on the forest 
land prior to the lien of the PmHA. or 
there is a delinquency on any PmHA 
real estate loan. The County Supervisor 
and District Director are also authorized 
to approve transactions involving ex¬ 
change of all or part of the security for 
other real estate, use of all or part of 
the proceeds for development or enlarge¬ 
ment or as provided in 5 1872.4(d)(3), 
sale of a portion of the security, except 
security for RII loans on nonfarm tracts, 
for its market value and on terms of 
not less than 10 percent down, and pay¬ 
ments not to exceed 10 annual Install¬ 
ments of principal plus interest at not 
less than eight percent per annum or 
the rate on the borrower's note, which¬ 
ever is greater, and sale of a portion of 
the security for RH loans on nonfarm 
tracts for its market value on terms of 
not less than 10 percent down, and pay¬ 
ments not to exceed five annual Install¬ 
ments of principal plus Interest at not 
less than eight percent per annum or 
the rate on the borrower's note, which¬ 
ever is greater, provided: The Govern¬ 
ment’s security rights, including the 
right to foreclose, are not impaired, the 
downpayment and subsequent payments 


are applied to the FmHA debts, prior 
liens, or are used as authorized In this 
Subpart, any security instruments the 
borrower obtained in the transactions 
are assigned to the FmHA. the property 
sold is not released prior to full payment 
of the account or receipt of the sole 
price with proper application or release 
of such proceeds, and unless appropriate 
reamortization is made in accordance 
with ft 1861.9. Subpart A of this Chap¬ 
ter. and the borrower understands and 
agrees that such sale proceeds will not 
affect his primary and continued obli¬ 
gation for making payments under the 
note. In any case in which the proceeds 
under ft 1872.11(a) will not be applied 
on prior liens or FmHA accounts se¬ 
cured by real estate liens, the following 
requirements must be complied with: 

(1) Development or enlargement. Use 
of any proceeds for development or en¬ 
largement must be necessary to improve 
the borrower’s debt-paying ability and to 
place his operation on a sound basis or 
otherwise further the objectives of the 
loan. In the cose of an FO or OL loan, the 
use of proceeds for such purposes will not 
result in making the farm larger than a 
family farm. 

<2) Development. Any proposed devel¬ 
opment work will be in accordance with 
Part 1804 of this chapter. 

(3) Inadequately secured loans . When 
FmHA loans secured by a lien on real 
estate will be adequately secured after 
the transaction, proceeds not to exceed 
an amount equal to the equity in the 
security may. with the consent of other 
lienholders, be applied to inadequately 
secured FmHA loans, to reduce them to 
the extent that the security Is adequate¬ 
ly or up to $2,500 may be used for de¬ 
velopment of nonowned land essential to 
the borrower’s operation whether or not 
it is taken as security for the loon. If 
funds arc used on nonowned land It must 
be determined that the Improvements 
are essential to his operation or repay¬ 
ment ability and that the borrower has 
tenure arrangements that will justify 
the use of such proceeds on that land. 
Proceeds released for payments on other 
FmHA debts will be applied as extra 
payments unless the District Director ap¬ 
proves a specific written request from the 
borrower to apply proceeds on a de¬ 
linquency or currently maturing Install¬ 
ment because the borrower Is otherwise 
unable to make such payments. That 
part of the proceeds not applied to any 
prior lien or inadequately secured FmHA 
loan must be applied to the FmHA lien 
on the security property of the highest 
priority if not used to develop or enlarge 
the security. 

(4) Funds. Funds to be used for devel¬ 
opment or enlargement will be handled 
in the manner prescribed in Part 1803 
of this Chapter. 

(e> State Director's authority. The 
State Director is authorized to approve 
transacUons (1) that exceed the ap¬ 
proval authority of the County Super¬ 
visor and District Director, or (2) in¬ 
volving an easement or fee title right-of- 
way granted or conveyed without mone¬ 
tary compensation or for a token con¬ 
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sideration if the Government’s security 
interests are not adversely affected. 

(f) Processing . When the approval of 
a transaction by the State Director is re¬ 
quired, or the County Supervisor or Dis¬ 
trict Director desires advice in connec¬ 
tion with his approval of the transaction, 
the borrower's case folder, Form FmHA 
465-1. and any other informaUon perti¬ 
nent to the transacUon will be sent to 
the State Office. In an exchange of secu¬ 
rity. the provisions of this subpart ap¬ 
plicable to a sale of a portion of the secu¬ 
rity will apply to the property being re¬ 
leased. The provisions of Subpart A of 
Part 1821 of this chapter applicable to 
the purchase of land alii apply to land 
being acquired in connection with FO. 
RL. and SW loans. The provisions of that 
subpart applicable to the Utlc clearance, 
security, and appraisals will apply to 
lands being acquired in connection with 
other loans. 

§ 1872.3 Subordination of FmHA rrnl 
estate mortgage* to ea«rcncnfji to the 
Iturmti of Sport Fisheries nml Wild¬ 
life. 

(a) General. The policies and proce¬ 
dures for subordinating FmHA mortgages 
on wetlands on which the Bureau of 
Sport Fisheries and Wildlife obtain ease¬ 
ments for waterfowl nesting habitats are 
set forth herein. Appendix I “Memoran¬ 
dum of Understanding Between Bureau 
of Sport Fisheries and Wildlife and the 
Parmer* Home Administration.” outlines 
the procedure to follow in processing of 
such subordinations. 

<b) Authorization. When a request for 
a subordination is received from the Bu¬ 
reau of Sport Fisheries and Wildlife, the 
County Supervisor will handle the re¬ 
quest in accordance with the steps out¬ 
lined in Appendix I and applicable por¬ 
tions of 51872.3. 

g 1872.6 Subordination of FmflA’s lien 
to the Commodity Credit Corpora- 
lion** (CCCi) *crurity interest taken 
for loan* for farm *!ornge and dry¬ 
ing equipment. 

The CCC makes loans under Its Farm 
Storage and Drying Equipment Loan 
Program for the purchase, construction, 
erection, remodeling, or installation of 
either farm storage or drying equipment 
or both and requires that a loan of $10.- 
000 or more, or any loan at the discre¬ 
tion of the approving committee, be se¬ 
cured by a lien on the real estate. When 
the CCC proposes to make a loon to an 
FmHA borrower and requests a subordi¬ 
nation of the FmHA real estate lien, the 
request will be handled ou an individual 
case basis in accordance with the au¬ 
thorizations and requirements of 51872.3 
of this subpart. A borrower’s request for 
the FmHA s consent to severance agree¬ 
ment or other similar instrument for an 
item or items to be acquired with a CCC 
loan will be handled in accordance with 
51872.10 of this subpart. 

3 1872.7 Control lo junior lien*. 

(a) Policy. As a general policy. FmHA 
borrowers will be discouraged from giv¬ 
ing junior liens on real estate securing 
an FmHA loan to other creditors. When 
consent is requested by a borrower, the 
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County Supervisor may consent by ex¬ 
ecuting Form FmHA 465-1 or other form 
approved by OGC for use in the state 
provided: The loan is necessary for the 
successful operation of the borrower's 
security property or because of his finan¬ 
cial condition; the terms of the junior 
lien debt arc such that its payment will 
not likely jeopardize payment of the 
FmHA loan; any operating plans made 
with the junior lienholder are consistent 
with any plans made by the FmHA with 
the borrower: and the junior creditor 
agrees in writing that he will not fore¬ 
close his mortgage before a discussion 
with the County Supervisor and after 
giving a reasonable specified period of 
notice to the FmHA. 

tb> Servicing action . When a junior 
lien is placed on any property without 
FmHA’s consent, and consent may not 
be granted in accordance with the policy 
indicated in 9 1872.7(a). the FmHA may 
continue with the loan as long as the 
borrower makes payments on FmHA 
loans as agreed, properly maintains the 
security, and meets all other conditions 
of the loan. The County Sui)crvisor will 
continue to service the loan to protect 
the Government s security interest. 

§ 1372.8 C<m»rnt tu borrower'* granting 
lr«*r of »rrui ily. 

When consent to a lease is required by 
the security Instruments and a borrower 
requests FraHA’s consent to lease all or 
a portion of the security, or the County 
Supervisor discovers that a borrower is 
leasing the security without consent. 
Form FmHA 465-1 will be prepared when 
the County Supervisor recommends ap¬ 
proval of the lease. That form will show 
the terms of the proposed lease and will 
specify the use of proceeds including any 
proceeds to be released to the borrower. 
When another lienholder's mortgage re¬ 
quires consent to lease, his consent will be 
obtained as provided in I 1871.1(f). 
FmHA consent to the lease may be 
granted on the basis of the situation at 
the time of the proposed action when; 
the lease or its terms will not adversely 
affect the repayment of the loan or.the 
Government’s rights under the mortgage, 
leasing Is not an alternative to. or means 
of. delaying liquidation action, the op¬ 
eration of all or a portion of the security 
under the lease will not adversely affect 
any applicable crop allotments, the lease 
and use of any proceeds will further the 
objectives of the loan, liquidation is not 
pending and rental income sufficient to 
make regular payments under the note, 
pay taxes and insurance, and maintain 
the security is assigned to FmHA for 
these purposes unless such payments arc 
otherwise reasonably assured, the lease 
is advantageous to the borrower und is 
not to the Government’s disadvantage, 
and if foreclosure action has been ap¬ 
proved, consent to lease and use of pro¬ 
ceeds will be granted only under direc¬ 
tions by the OGC. In cases w r here the 
borrowrer leases property without con¬ 
sent and consent may not be granted in 
accordance with the above provisions, or 
when further approval of a lease cannot 
be granted in accordance with the con¬ 


ditions of this subpart, the case w ill be 
serviced promptly in accordance with 
9 1872.17 of this subpart unless the bor¬ 
rower corrects the violation. Consent to 
lease will be subject to the additional 
conditions specified below for each kind 
of lease: 

(a) Leases of security for agricultural 
purposes —<1) County Supervisor's au¬ 
thority. When liquidation in accordance 
with 9 1872.17 is not pending, the County 
Supervisor is authorized to approve an¬ 
nual leases on all or part of the security 
for borrowers with: 

<i> RH or LU loans on farms . or SW. 
RL, or Other Real Estate (ORE) loans. 
For the purposes of this subpart, leases 
for an annual term with option to the 
lessor to renew for a longer term and 
to cancel at least at the end of each 
year, will be considered annual leases. 
The FmHA will reserve the right to with¬ 
draw the consent at the end of any year 
should liquidation or other servicing ac¬ 
tion be required by FmHA. 

<ii> OL or FO loans. OL or FO loans 
provided: 

<A> Failure to personally operate the 
security to be leased is due to old age, 
poor health, or death in the family and 
the borrower or his family will continue 
to occupy the security as a home, or 

<B> The part of the security to be 
leased is insignificant to total farm acre¬ 
age and is surplus to the borrower’s 
need, for example, a surplus building, 
wasteland, or a few acres of land incon¬ 
veniently located or otherwise unsuitable 
and unnecessary for the successful op¬ 
eration of the farm by the borrower. 
This will also Include the leasing of 
small allotment acreages that are not 
feasible for the borrower to operate be¬ 
cause of special equipment needs, addi¬ 
tional labor requirements, or other eco¬ 
nomical or management reasons. It must 
be determined that the leasing of these 
allotted acres will not reduce the bor¬ 
rower’s operation to less than that of a 
family farm. This is not intended to 
cover substantial amounts of allotted 
crop acres that are an important port 
of the total farming operation. It must 
also be determined that the alloted acre¬ 
age in question cannot be economically 
disposed of by the borrower in accord¬ 
ance with 9 1872.4 and 9 1872.9 of this 
subpart. 

(2) State Director's authority. The 
State Director is authorized to approve 
leases when the following conditions 
exist: 

(i) Adverse conditions. Failure to per¬ 
sonally occupy as his home or operate 
EM. FO, or OL security is due to condi¬ 
tions beyond the borrower’s control and 
it is determined that the borrower will 
reoccupy and resume personal operation 
of the property within a reasonable pe¬ 
riod of time generally not to exceed five 
<5> years. 

<li> Pending liguidation. Liquidation 
In accordance with 9 1872.17 is pending 
and the lease is to protect the Govern¬ 
ment's interests. Form FmHA 465-2 will 
be used and the rental income will be 
applied to the FmHA secured debt as 
extra payments or to prior lien<s). How¬ 


ever. when the value of the property Is 
adequate to cover the secured debts and 
foreclosure action has not been ap¬ 
proved, the proceeds may be applied on 
unsecured or undersccured FmHA debts. 

(ill) Time limit . Consent is not grant¬ 
ed for a period in excess of one year 
unless a lease with longer terms is de¬ 
termined to be in the best interest of 
the borrower and the Government. Any 
lease for a term of more than five *5> 
years will require prior concurrence of 
the National Office. 

(3) District Director's authority. The 
District Director U authorized to approve 
leases on the same basis as the State 
Director provided consent is not given 
for more than four (4) years without 
further authorization from the State 
Office. 

(b) Lease of nonfarm tracts. When a 
borrower who received an RH loan on 
a nonfarm tract no longer occupies the 
dwelling purchased, improved, or con¬ 
structed and given as security for the 
RH loan, the loan will be serviced 
promptly for liquidation in accordance 
with 9 1872.17. unless it is determined 
that the borrower vacated the dwelling 
for reasons beyond his control and In¬ 
tends personally to reoccupy the dwelling 
within a reasonable period usually not to 
exceed three (3) years. 

(1> County Supervisor's limit. When 
it is determined that a borrower’s re¬ 
quest for permission to lease his RH se¬ 
curity meets the conditions outlined 
above, the County Supervisor is au¬ 
thorized to approve the leasing for tw*o 
(2> coasecutive one-year periods. 

(2) District Director's limit. When the 
borrower does not resume personal occu¬ 
pancy of the dwelling within two (2) 
years, the County Supervisor may submit 
the case file. Form FmHA 465-1, and his 
recommendations to the District Director 
who may consent to annual leasing for an 
additional two-year period or may re¬ 
quire immediate liquidation. When the 
borrower is willing to voluntarily liqui¬ 
date tlie account, or if foreclosure is con¬ 
templated, the District Director is au¬ 
thorized to approve the leasing pending 
liquidation. If the lease is for a term of 
more than one (1) month it will provide 
for cancellation by 30 days' notice. 

(3) State Director's authority . Re¬ 
quests for leases exceeding the time lim¬ 
its above may be submitted to tha State 
Director for consideration. However, any 
lease for a term of more than five <5> 
years will require the prior concurrence 
of the national office. 

<c> Leases of security under conditions 
other than specified in 9 1872.8 <o), (5), 
Uf >. or <<?). The State Director is author¬ 
ized to grant consent to the lease of the 
security provided: 

<1) Conditions. The lease is advanta¬ 
geous to the Government and the bor¬ 
rower and will not adversely affect the 
borrower’s personal operation of the farm 
securing any FmHA loan or the occu¬ 
pancy of the dwelling by a borrower with 
an RH loan on a nonfarm tract, and the 
land or building to be leased is surplus 
to the borrower’s needs. 

(2) Time limit. Coasent for lease Is not 
granted for more than five <5> years 
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without prior approval of the National 
Office. In any such case recommended 
by the State Director, the County Office 
case file, the justification for a lease for 
a longer period of time, and the reasons 
why a lease Is preferable to disposition 
of the property will be sent to the Na¬ 
tional Office for consideration. 

(d) Mineral leases. The County Super¬ 
visor. unless restricted by a State Sup¬ 
plement. or liquidation is pending, and 
the State Director in any case, are each 
authorised to consent on behalf of the 
Government and to execute recordable 
forms and such other forms as may be 
necessary, under the following condi¬ 
tions: 

(1) Compensation damages. The les¬ 
see agrees In the lease or elsewhere, or 
is liable without any agreement, to pay 
adequate compensation for any damage 
to the real estate surface, improvements, 
and growing crops. When an oil and gas 
lease provides for payment of damage 
to growing crops and contains other pro¬ 
visions which are generally included in 
so-called '‘standard** lease forms that 
are used in the area, the State Director 
may determine that it will not be neces¬ 
sary to obtain any additional agreement 
for payment of damages if the value of 
the security likely will not be lessened. 
Damage compensation will be assigned 
to the FmHA by the use of Form FmHA 
443-16, “Assignment of Income from 
Real Estate Security.** or to the prior 
lienholder. However, the crop damage 
payment liability requirement may be 
omitted or deleted from the lease on 
small nonfarm tract cases. 

(2> Assignments. Royalty payments 
are adequate and arc assigned on Form 
FmHA 443-16. 

(3) Lease amount . The bonus and 
rentals arc at least equal to any mini¬ 
mum amounts established by a State 
Supplement. All or a portion of delay 
rentals and bonus payments may be as¬ 
signed on Form FmHA 433-16 if needed 
for protection of the Government’s 
interests. 

(4 ) Lease forms. The lease, subordina¬ 
tion, or consent form is prepared by or is 
acceptable to the OGC. If standard lease 
forms are acceptable, the use of such 
forms may be authorized in a State 
Supplement. 

(e) Naval stores leases. The County 
Supervisor, unless liquidation is pending, 
and the State Director in any case, are 
each authorized to execute Form FmHA 
465-1 giving FmHA consent to the lease 
of naval stores and to execute such other 
forms on behalf of the FmHA as may be 
necessary. No lease may be consented to 
unless it requires operation consistent 
with approved naval stores practices In 
the community and any State Supple¬ 
ment on this subject. When naval stores 
are not managed or operated by the bor¬ 
rower, an assignment of the proceeds will 
be taken on Form FmHA 443-16. 

§ 1872.9 Transfer of upland rollon, 
peanut or tobarro allolitirnln. 

(a) General. Agricultural Stabiliza¬ 
tion and Conservation Service (ABCS) 
regulations pursuant to approved legis¬ 


lation permits the transfer of upland cot¬ 
ton, peanut, or tobacco allotments by one 
or more of the following transactions: 
Sale, lease, or transfer by the owner to 
another farm owned or controlled by 
him. These regulations require, among 
other things, that no allotment may be 
transferred from a farm which is subject 
to a mortgage or other lien, unless the 
transfer is agreed to by the lienholders. 
It is the policy of the FmHA to approve 
the transfer of any crop allotments per¬ 
mitted by the ASCS regulations if the 
conditions and requirements of this sub¬ 
part can be met. FmHA personnel should 
familiarize themselves with the state 
ASCS policies and requirements concern¬ 
ing the sale, lease, or transfer of allot¬ 
ments to assure compliance with estab¬ 
lished FmHA policies and servicing of 
security. 

(b) Authorization. The County Super¬ 
visor is authorize to approve a transfer 
of upland cotton, peanut, or tobacco 
allotment by execution of a completed 
Form FmHA 465-1. He is also authorized 
to execute the lienholder or mortgagee 
agreement on appropriate ASCS forms 
provided for this purpose for those cases 
in which he approves a transfer. 

(c) Transfer by sale. Crop allotments 
enhance the value of a farm mortgaged 
to the FmHA and constitute basic secu¬ 
rity for the FmHA loan. Accordingly, 
when a borrower whose farm is mort¬ 
gaged to the FmHA inquires about the 
sale of any of his allotted acres or re¬ 
quests the FmHA to sign the required 
lienholder or mortgagee agreement, the 
request will be treated the same as for 
a sale of a portion of the security and 
approval of the sale can be granted only 
in accordance with the applicable condi¬ 
tions and requirements of $ 1872.4 of this 
subpart. The sale proceeds may be used 
only as authorized in that subpart after 
obtaining the concurrence of the em¬ 
ployee authorized to permit use of the 
proceeds for other than application on 
the secured debt. 

< d > Transfer of allotment by lease. The 
County Supervisor's authority to approve 
a lease of all or a portion of an allotment 
for a one-year period is contingent upon 
compliance with the policy outlined In 
the introductory statement of $ 1872.8. 
except that the third example of item 
when FmHA consent may be granted will 
not be applicable. If the one-year lease 
is approved, the lease proceeds may be 
used as normal Income. Leases for a 
period of more, than one (1) year will be 
granted only with the concurrence of the 
District Director. When a lease Is for 
more than one (1) year, an assignment 
of the rental proceeds should be obtained 
for application on the appropriate FmHA 
debt in accordance with the distribution 
formula for regular payments os outlined 
in $ 18613 of Subpart A, Part 1861, Sub¬ 
chapter E of this chapter. 

<e> Transfer of allotment by owner to 
other land owned or controlled by him. A 
transfer by an owner to land owned or 
controlled by him is normally interpreted 
by the ASCS as a permanent transfer 
and can be avoided only by stipulating in 
the mortgagee approval that the transfer 


is to be considered as a lease for the ap¬ 
propriate number of years. This type of 
transfer will be approved only as a lease 
under conditions outlined In § 1872.9(d) 
to assure that the crop allotment on the 
security is not adversely affected. 

§ 1872.10 .Severance agrrcrocnlu. 

When a borrower requests the FmHA’s 
consent to a severance agreement or 
other instrument of similar effect under 
which an item or items to be acquired by 
him through other credit will not become 
a part of the real estate securing the 
FmHA debt, such as a silo, storage bin, 
bulk milk tank, irrigation or a nonfarm 
enterprise facility or recreational equip¬ 
ment. or other income-producing facili¬ 
ties. and such equipment or facilities will 
be subject to a chattel lien. Form FmHA 
465-1 will be completed. The County Su¬ 
pervisor. if the value of the item does not 
exceed $25,000. the District Director, if 
the value of the item does not exceed 
$50,000, and the State Director in any 
case, are each authorized to give FmHA 
consent by executing Form FmHA 465-1 
and any necessary severance agreements 
provided the following determination are 
made: The financing arrangements arc 
sound and proper, the transaction will 
not adversely affect the FmHA’s security 
position and will be within the borrower s 
debt-paying ability, and the facility is not 
in excess of the borrower’s needs, is mod¬ 
est In cost and design, and is otherwise 
in Une with FmHA financing policies. In 
any case in excess of the County Super¬ 
visor’s approval authority, the County 
Supervisor will forward to the District 
Director the Form FmHA 465-1, the bor¬ 
rower's case file, and his recommenda¬ 
tions regarding the request. The OGC 
will be requested to approve a severance 
agreement submitted by the borrower not 
previously approved for use In the State 
and, w’hen necessary, issue closing in¬ 
structions. The State Director may re¬ 
quest the OGC to prepare a severance 
agreement instrument for use in the 
State. 

§ 1872.11 I)i»po»ition of prucerd* of 
partial rrliw, "uborriination, and 
consent t run tactions. 

(a) Payment on FmHA account or 
prior lien or use for development or en¬ 
largement. Proceeds from the sale of a 
portion of the security, the granting of 
an easement or right-of-way. proceeds 
from leases referred to in $1872.8(a) (2) 
<ii>, royalties and damage compensation 
payments, except for compensation for 
damages for growing crops, the sale of 
Umber that clearly depletes the Govern¬ 
ment's security, other than that har¬ 
vested on a selective cutting basis as au¬ 
thorized in $1872.11(b), naval stores pro- 
ducUon not managed by or under the 
supervision of the borrower, and all 
similar transactions will be either re¬ 
leased for payment on the prior lien, ap¬ 
plied as an extra payment on the FmHA 
loan as provided in Subpart A. Part 1861, 
Subchapter E of this chapter, used for 
replacement or repair of damnges for 
which compensation was paid, or used 
as provided in 1 1872.4(c) <2> and f 1672.4 

(d) of this subpart. 
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<b) Normal income. Proceeds from 
leases authorized In 11872.8. except lease 
proceeds referred to In 51872.8(a) (2) (ii), 
Lonuscs and rentals under mineral leases, 
proceeds from the sale of timber that Is 
harvested on a selective cutting basis 
that docs not deplete the Government's 
security, or from naval stores production 
managed by or under the supervision of 
the borrower, compensation to the bor¬ 
rower for growing crops, labor, or serv¬ 
ices in cutting, loading, and hauling of 
security, and all similar transactions will 
be considered as normal income and may 
be used for the same purposes as for 
normal income security os outlined In 
Subpart A. Part 1871. Subchapter F of 
this chapter. When forestry products In¬ 
come is received by the borrower, even 
though It is considered normal income, 
the County Supervisor must determine 
that amount of such proceeds that may 
bo released to the borrower. In making 
such a determination, protection of the 
Government’s security position must be 
fully considered In light of the amount 
of forest resources remaining, the un¬ 
paid balance of the loan, and any other 
debts owed the FmHA. 

(c> Assignment. Any proceeds to be 
paid to the FmHA subsequent to the time 
of closing the transaction and not other¬ 
wise assigned or made payable to the 
FmHA will be assigned by the use of 
Form FmHA 443-16 or other assignment 
form approved by the OGC. 

§ 1872.12 Alignment and rclcitM* of 
Mill bank or similar program pay. 
mente. 

The County Supervisor may take an 
assignment on income to be received 
under a Soil Bank or similar contract to 
protect the financial interest of the Gov¬ 
ernment or to facilitate loan servicing. 
The assignment of all or a portion of the 
income from the assignment may be 
released to the borrower by the County 
Supervisor when not to the financial 
detriment of the Government, and pay¬ 
ments due on all FmHA loans have been 
made from other income or the income 
is urgently needed to meet emergency or 
other Justifiable uses. 

§ 1872.13 Dec rosed borrower. 

Decreased borrower cases will be 
handled in accordance with the policy 
outlined in S 1871.39 of Subpart B, Part 
1871, Subchapter F of this chapter. 

§ 1872.1 l Bankruptcy ami insolvency. 

Bankruptcy and insolvency cases wrill 
be handled in accordance with the policy 
outlined in 5 1871.38 of Subpart B, Part 
1871, Subchapter F of this chapter. The 
handling of bankruptcy cases varies from 
state to state. Therefore, the State Direc¬ 
tor will issue a state supplement for more 
specific guidance when It will expedite 
the handling of such cases. 

§ 1872.15 Serv icing note-only cum-v 

Each loan made on a note-only basis 
without mortgage security will be serv¬ 
iced in a manner consistent with the best 
Interests of the FmHA. 

(a> Sale of real property on which Im¬ 
provements were made with note-only 


FmHA funds. Any loan evidenced only 
by an unsecured note will be collected by 
voluntary means at the time of the sale 
of the property, if possible. If such collec¬ 
tion Ls not possible, the loan may be as¬ 
sumed by the purchaser of the property 
on the terms of the note if such assump¬ 
tion is determined to be in the FmHA's 
best financial Interest. If such collection 
or assumption cannot be effected, con¬ 
sideration should be given to settling the 
account In accordance with Part 1864. 
Subchapter E of this chapter, if it Is 
eligible, obtaining Judgment, or classify¬ 
ing it as collection-only. In case of a 
Judgment sale, the State Director with 
the advice of the OGC and the VS. At¬ 
torney will authorize an employee to 
attend the sale and if appropriate enter a 
bid on behalf of the Government in ac¬ 
cordance with 11872.20(b)(4) (vt> and 
(vll) of this subpart. 

<b) Assumption of note-only when real 
property securing another FmHA loan 
is involved. When a borrower has an 
FmHA loan secured by real estate, and 
another FmHA loan evidenced only by 
a note, and the entire secured real estate 
debt is to be assumed, all or a part of the 
unsecured note up to the present market 
value of the property in excess of existing 
liens must be assumed as appropriate un¬ 
der 5 1872.18 of this subpart, if approval 
of assumption of the secured note and 
transfer of the real estate is approved. 
If the entire note-only account is as¬ 
sumed, it may be assumed by use of Form 
FmHA 460-9. "Assumption Agreement 
<8ame Terms-Ellgiblc Transferee > , M in 
accordance with the terms of the existing 
note. Otherwise. It may be assumed by 
use of Form FmHA 460-5. “Assumption 
Agreement (New* Terms)/' by an appli¬ 
cant who meets the eligibility require¬ 
ments for the type of loon involved and 
on terms applicable to such a loan. Form 
FmHA 460-5 or Form FmHA 460-9 wiU 
be modified as appropriate, with the ad¬ 
vice of OGC. The loan approval official 
may require a note-only loan being 
assumed to be secured by obtaining a 
new mortgage. 

<c) Deceased borrower cases. When a 
borrower dies while owing an FmHA un¬ 
secured note, the case will be handled in 
accordance with the applicable policies 
in 8ubpart B. Part 1871. Subchapter F 
of this chapter. If it is determined that 
there are no assets In the estate from 
which the claim can be collected and 
there arc no survivors or others who will 
assume the account and continue to 
make payments on the note in accord¬ 
ance with its terms, the account will be 
settled immediately in accordance with 
Part 1864. Subchapter E of this chapter. 

§ 1872.16 Rrlcavr of FmHA moiicuRf 
million I monetary ron«*i«I era lion on 
KaaU of additional »r#urity or hr- 
rail*c of mutual mistake or nonrxiftt* 
cure of evidence of imlcbtcdncM or 
valtirlc»4 lien*. 

(a) Additional real estate . chattel, or 
miscellaneous security. Real estate, chat¬ 
tel. or miscellaneous items which were 
taken as additional security for a loan 
secured by real estate may be released by 
the State Director without consideration 


before the loan is paid In full, if the mar¬ 
ket value of the remaining security for 
the loan Is clearly adequate to secure the 
unpaid balance of the loan. No part of 
the FO, RL, SW. EM, or RH farm or the 
borrower's dwelling for an EM, RH. FO, 
or RL loan is considered as additional 
security for this purpose. This subpart 
does not cover basic security for OL. and 
EM loans and only permits release of 
real estate for such loans, when it was 
taken as additional security. It must be 
determined that there is reasonable as¬ 
surance that orderly payments can be 
made on the FmHA Indebtedness and: 

(1) Release. The release is needed to 
help finance the borrower's operations: 
or 

(2) Purposes. The purposes for which 
the loan was made would be facilitated:* 
or 

(3) Repayment. The borrower's abil¬ 
ity to repay the loan will be Improved. 

(b) Release of real estate from morf- 
gage because of mutual mistake. Land or 
buildings included in the mortgage 
through mutual mistake, when substan¬ 
tiated by the factual situation, may be 
released from the mortgage by the State 
Director. The release Is contingent on 
the State Director with the advice of the 
OGC determining that a mutual error 
existed at the time such property was in¬ 
cluded in the Government's mortgage. 

(c) No evidence of indebtedness. The 
FmHA mortgage may be released by the 
County Supervisor in situations where 
there is no evidence of an existing in¬ 
debtedness secured by the mortgage in 
the records of the FmHA County, State, 
or Finance Office. 

<d> Release of valueless Ucns . State 
Directors arc authorized to release 
FmHA mortgages or other liens which 
have no present or prospective value or 
when their enforcement would likely be 
ineffectual or uneconomical. This au¬ 
thority does not extend to valueless judg¬ 
ment liens or valueless statutory redemp¬ 
tion rights except with the consent of 
the OGC. The following will be obtained: 

(1) Appraisal report. A market value 
appraisal report on the security prepared 
by an FmHA employee authorized to 
make appraisals. 

(2) Lienholders. The names of the 
holders of prior liens on the property 
and the amount secured by each lien 
which is prior to the FmHA. Such infor¬ 
mation will be recorded In the running 
case record of the borrower's County Of¬ 
fice case folder and submitted to the 
State Director for his review. 

§ 1872.17 liquidation action. 

When the County Supervisor, with the 
advice of the District Director and the 
County Committee, except the County 
Committee will not be used for servicing 
sections 502 and 504 RH loans, deter¬ 
mines that continued servicing of the 
loan will not accomplish the objectives 
of the loan or that for other reasons 
further servicing cannot be justified un¬ 
der the policy stated in 5 1872.1(b), liqui¬ 
dation of the account(s) will be accom¬ 
plished as expeditiously as possible. 

(a) General. When the borrower is will¬ 
ing to voluntarily liquidate the account 
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immediately by selling the property and 
paying the account in full, transferring 
the total security with an assumption 
of all or the appropriate portion of the 
debt under 1 1872.18, selling the property 
for not less than its present market value 
under 5 1872.17(h), or, conveying the 
security to the FmHA under 5 1872.19, 
the County Supervisor may give him 60 
days to accomplish such action. If the 
property is to be sold or transferred for 
its present market value which is less 
than the total secured debts against it, 
the County Supervisor will appraise the 
property Immediately. If the unpaid 
FmHA security debt and any prior lien 
does not exceed $100,000, the County Su¬ 
pervisor will establish the present market 
value of the security. Otherwise, he will 
obtain the concurrence of the District 
Director for secured debts of not more 
than $160,000 and the concurrence of the 
State Director If the secured debts exceed 
$160,000. 

(b) Problem case report. If the bor¬ 
rower is unwUllng to take any of the ac¬ 
tions specified in 5 1872.17(a) or fails to 
carry out any such actions within 60 
days, the County Supervisor will com¬ 
plete Form FmHA 465-7 and send it to 
the State Office through the District Di¬ 
rector so that the District Director’s rec¬ 
ommendation may be attached. In cases 
involving only a Section 502 or 504 RH 
loan, the County Committee's recom¬ 
mendation on Form FmHA 465-7 will 
not be obtained. If the State Director 
agrees that forced liquidation is appro¬ 
priate. he should approve such liquida¬ 
tion. The 8tate Director may give the 
borrower additional time to make the 
sale, transfer, or voluntary conveyance 
before sending the case to the OOC for 
initiation of foreclosure action. 

<c> Acceleration of account. When the 
State Director approves forced liquida¬ 
tion. the account should be accelerated 
and the borrower notified even though he 
gives the borrower additional time to 
voluntarily liquidate the account. He 
should place a time limit on the borrower 
which usually should not exceed three 
months In the first instance. The original 
period fixed by the 8tate Director plus 
any extensions granted by him should in 
no case exceed one (1) year without prior 
concurrence of the National Office. Prior 
to granting any extension after the 
original period fixed by him, the State 
Director will require the County Super¬ 
visor to report the steps taken by the 
borrower to liquidate the account. If a 
sale is involved, the County Supervisor’s 
report should indicate whether the bor¬ 
rower’s asking price is reasonable and 
whether the asking price is delaying the 
sale unreasonably. Acceleration or grant¬ 
ing time for voluntary liquidation as pro¬ 
vided for above will not preclude exercise 
of the authority in 5 1872.17(g). How¬ 
ever, the above authority should never be 
used for the purpose of extending the 
liquidation period under 5 182.17(f). 

(d) Assignment. When an Insured 
loan case is sent to the OOC to initiate 
liquidation action, the insured note will 
be simultaneously assigned to the fund. 


(e) Multiple loans. When a borrower 
is indebted to the FmHA for more than 
one type of FmHA loan, a thorough study 
should be made of each loan and of the 
effect liquidation of one or more of the 
loans would have on any other loan. 
When liquidation of one or more FmHA 
loans secured by real estate is necessary 
and it will jeopardize the repayment of 
or the accomplishment of the purposes 
of other FmHA loans, all FmHA loans 
should be liquidated. For example, on an 
OL and FO loan, the liquidation action 
will be started simultaneously, and the 
liquidation of real estate and chattel se¬ 
curity will be coordinated to the extent 
possible. How’ever, the chattel security 
will be liquidated in accordance with 
Subpart B, Part 1871 of Subchapter F 
except that when an account(s) is se¬ 
cured by both real estate and chattels 
and the account(s> will be traasferred, 
such transfer<s) will be accomplished In 
accordance with 5 1872.18 of this sub- 
part. 

it ) Requirement. An RH borrower who 
obtained a loan on a nonfarm tract, or 
any FO or RL borrower w f ho. without 
FmHA consent, does not personally op¬ 
erate the farm or recreational facility, or 
when required by the mortgage, does not 
live on the security property, is violating 
his agreements with FmHA. Such a bor¬ 
rower. if available, will be promptly con¬ 
tacted in person by the County Super¬ 
visor and advised of the violation and 
that it will be necessary to liquidate the 
account by payment in full, by refinanc¬ 
ing or otherwise, unless definite agree¬ 
ments are reached to remove the viola¬ 
tion by reoccupying or resuming personal 
operation of the property as required by 
the loan documents, or consent for lease 
is granted as authorized in 5 1872.8 of 
this Subpart. If the borrower is not avail¬ 
able for personal contact or definite 
agreements cannot be reached or con¬ 
sent to a lease is not authorized, the 
County Supervisor will write to the bor¬ 
rower at his lost known address, notify¬ 
ing him of the violation and advise him 
that, because of the violation, it will be 
necessary to liquidate the account. The 
County Supervisor may authorize the 
borrower a reasonable period of time < 60 
to 90 days) in which to correct the viola¬ 
tion. If during such period the borrower 
falls to remove the violation or take ap¬ 
propriate action for liquidation of the 
account in full, the case will be handled 
in accordance with 5 1872.17 (b) and (c). 

(g) Acceleration agreement. When 
liquidation of the account is necessary 
because of failure to refinance, or for 
other reasons, and the remaining loon 
repayment period exceeds ten (10) years 
for real estate loans, or two (2) years for 
OL and EM loans, the State Director 
may. in lieu of foreclosure, permit the 
borrower to pay the account under an 
acceleration agreement. For real estate 
loans other than RH loans on nonfarm 
tracts, the term of the agreement will not 
exceed ten (10) years. For OL, EM, and 
RH nonfarm loans, the term of the agree¬ 
ment will not exceed five (5) years. In 
either case, the balance of the debt will 
be scheduled for repayment in equal an¬ 


nual or monthly amortized Installments 
of combined principal and interest, ex¬ 
cept that if annual payments are re¬ 
quired, the first installment may be less 
than a full amortized installment if it is 
due substantially less than a full year 
after the date of the agreement and th? 
borrower will not be able to pay the full 
amount. If the borrower owes a small 
amount and the remaining period of the 
loan is ten (10) years or less for real 
estate loans and two <2> years or less for 
OL or EM loans, the State Director may 
authorize acceleration of the account for 
a shorter period, as appropriate. Interest 
will be at the rate shown in the note. The 
State Director will determine that au¬ 
thorization for repayment of the debt un¬ 
der an accelerated repayment agreement 
is necessary to protect the Government's 
financial interest and the borrower can 
reasonably be expected to meet the ac¬ 
celerated payments, and the borrower 
will continue to comply with other re¬ 
quirements of the loan and security in¬ 
struments. When an understanding to 
accelerate is reached with the borrower. 
Form FmHA 465-11, “Accelerated Repay¬ 
ment Agreement.” will be completed and 
executed. Separate Forms FmHA 465-11 
w ill be used for each type of loan and for 
direct or insured loans. If the borrower 
falls to meet any Installment when due as 
provided in such an agreement, fore* 
closure action will be initiated. 

(h> Cash sale. When a cash sale of 
mortgaged real estate will result in the 
secured debts not being paid in full, the 
County Supervisor is authorized to ap¬ 
prove the sale for not less than the pres¬ 
ent market value of the property estab¬ 
lished in accordance with 1 1872.17(a) 
and to release the Oovemment’s liens, 
provided: 

(1) Substantial recovery. A substantial 
recovery can be made on the FmHA se¬ 
cured indebtedness based on a recent 
appraisal report showing the present 
market value of the property. 

(2> Application . All the proceeds are 
applied on the mortgage debts in ac¬ 
cordance with their respective priorities 
except authorized costs as specified in 
| 1872.4(c)(2). 

(3) Release. The FmHA liens are not 
released by the County Supervisor until 
receipt of the appropriate sale proceeds 
for application on the Government's 
claim. The release will be made on forms 
approved or prepared by the OOC. If the 
debt is not paid in full and a deficiency 
judgment is not to be obtained, the case 
will be reclassified to collection only If 
the debt cannot be settled under the pro¬ 
visions of Part 1864 Subchapter E anl the 
requirements of FmHA regulations con¬ 
cerning case classifications can be met. 
When a case is reclassified to collection 
only. Form FmHA 404-1, “Case Reclassi¬ 
fication.” and Form FmHA 450-10. "Ad¬ 
vice of Borrower’s Change of Address or 
Name,” will be sent to the Finance Office. 


8 1872.18 Transfer of real rotate seen* 

rily. 

When the mortgage requires the con¬ 
sent of FmHA to any proposed sale or 
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other transfer of real estate security 
for FmHA loans, the borrower should be 
reminded that before firm agreements 
have been reached with a purchaser of all 
or a portion of the security, the borrow¬ 
er and purchaser should contact the 
County Supervisor concerning the pro¬ 
posed sale. If the proposed sale would not 
result in the FraHA account being paid 
in full at the time of the sale, the County 
Supervisor should explain thoroughly the 
requirements of this section and 9 1872.4 
or 1872.17 as appropriate. When the 
transferor is receiving a substantial 
downpayment In connection with the 
sale of his property, the purchaser should 
be required to contact other sources of 
credit to secure a loan for repayment 
of the FmHA loan in full. When real 
estate security, including water rights, 
is sold and the mortgage requires FmHA 
consent to the sale and the transaction 
cannot be approved under the appropri¬ 
ate sections of this subpart the account 
will be liquidated as required in I 1872.17. 

ia> Authority. County Supervisors, 
District Directors, and State Directors 
are authorized to approve transfers with 
assumption of FmHA accounts to eligible 
or ineligible transferees in accordance 
with 9 1872.18 and release of liability 
when the secured debts do not exceed 
$100,000, $160,000. and $225,000 respec¬ 
tively. State Directors also are authorized 
to approve such transfers to and assump¬ 
tions by ineligible transferees regardless 
of the amount of the outstanding FmHA 
debts or the amount of prior liens. Pro¬ 
posed transfers to, and assumptions by. 
eligible transferees which will exceed 
the authorizations and limitation of the 
State Director for an initial or subse¬ 
quent loan of the same type, will be sub¬ 
mitted to the National Office for prior au¬ 
thorization for approval. 

(b) General policies. The following 
general policies will be applicable when 
on FmHA borrower transfers or proposes 
to transfer real estate which is security 
for an FmHS loams) and the loan ac¬ 
count (s) is to be assumed by use of either 
Form FmHA 468-9 or Form FmHA 460- 
5. 

(1) Agreement. Form FmHA 465-5, 
•'Transfer of Heal Estate Security," will 
be completed to reflect the agreement be¬ 
tween the transferor and the transferee. 

(2) Assignment. If an insured loan is 
involved, when applicable, the Finance 
Office w ill have the insured not assigned 
to the fund when the assumption agree¬ 
ment changes the terms of the note, 

(3) Value. All transfers will be based 
on present market value. When the total 
secured FmHA debtis) exceeds the pres¬ 
ent market value, the transferee will as¬ 
sume an amount equal to the present 
market value as determined in accord¬ 
ance with 9 1872.1(a), less prior liens. 
Otherwise, the transferee will assume 
the total FraHA secured debt(s). 

(4) Assumption agreement. Notwith¬ 
standing that part of 9 1807.2(f) (8) re¬ 
garding the effect of a wife's signature 
on a promissory note, a deceased bor¬ 
rower’s spouse will execute an assump¬ 
tion agreement when the spouse is not 
already liable for the indebtedness be¬ 


cause of not having signed the note(s) 
or would be absolved from liability 
under State law after having signed the 
notc(s). The assumption agreement, 
when required In such cases, will be com¬ 
pleted and sent to the Finance Office. 
The interest rate and terms of the as¬ 
sumption agreement of such a spouse 
usually will remain the same as they 
were in the notc(s). If. however, the num¬ 
ber of years over which a note was 
amortized needs to be extended to be 
within the repayment ability of the as¬ 
suming spouse, the renmortizalion pe¬ 
riod may be extended but cannot exceed 
the repayment period applicable to the 
kind of loan being assumed calculated 
from the date of the original note. Au¬ 
thorization to continue the loan at the 
interest rate and terms authorized by 
this paragraph are contingent on a de¬ 
termination by the approval official that 
such rates and terms are necessary to 
carry out the purpose of the loan, or to 
protect the financial interest of the 
Government. 

(5) Withdrawal of joint borroioers. 
When one of the joint borrowers (in¬ 
cluding the Jointly liable former spouse 
of a divorced borrower) withdraws from 
the operation and conveys his interest 
In the security property to the remaining 
borrower who desires to assume the total 
indebtedness, the assumption, except for 
RH loans, w ill be made on the basis of 
live existing note(s) by use of Form 
FmHA 460-9 or. in case of an Ineligible 
transferee, on Form FmHA 460-5 on 
terms applicable to Ineligible applicants. 
For RH loans, an assumption agreement 
is not required. However, Form FmHA 
450-10 will be submitted to the Finance 
Office when the account will be continued 
with the remaining borrower(s) under 
a different name. In either case, the for¬ 
mer spouse or previous joint owmer will 
be released of liability for tlie indebted¬ 
ness if the conditions of 9 1872.18(f) arc 
met, except when a divorce decree 
awarded the security property to one 
spouse wuold be responsible for playing 
spouse would be responsible for paying 
all or part of the mortgage payments. 

(6) Assumption with joint borrower. 
When the spouse or another member of 
a borrower’s family who is eligible for the 
kind of loan involved will assume the in¬ 
debtedness with one or more of the exist¬ 
ing borrowers, the assumption will be 
made on the some basis as the existing 
note(s) by use of Form FmHA 460-9. 
Such assumptions are frequently made 
In accordance with all or the applicable 
requirements of this 9 1872.18 when an 
aged couple has a son or daughter who 
will assist in operating the farm or live 
in the RH house, help make the pay¬ 
ments, and obtain title to the property 
individually or Jointly with the borrow¬ 
er ts). or subject to a life estate reserva¬ 
tion by the existing borrower*.*; 1 . 

(7) Loan type. The kind(s) of loan will 
remain the same for all loons except that 
loons which ore transferred to ineligible 
applicants will be classified os ORE. 

(8) Conveyance of a portion of the 
security. Generally, title to all FmHA real 
estate security, including water rights’ 


must be conveyed to the transferee not 
later than the date of closing the trans¬ 
fer. However, a transfer of a portion of 
the FmHA real estate security with an 
assumption of the total indebtedness 
may be approved, provided: The portion 
of the FmHA security transferred has a 
present market value at least equal to 
the total indebtedness owed by the bor¬ 
rower or such indebtedness is reduced by 
a cash payment to the present market 
value of such property, and the trans¬ 
action is advantageous to the Govern¬ 
ment. In such a transaction, the trans¬ 
feror will be released from personal 
liability for the debt. The security he re¬ 
tained will be released from the Govern¬ 
ment's lien. 

(9) Multiple sales and assumption. 
When a request is made by a bor¬ 
rower to transfer the real estate security 
as parcels to two or more transferees 
with assumption of a portion of the debt, 
the County Supervisor may send the 
proposed action to the State Director for 
consideration if the County Supervisor 
recommends that such a transaction 
would be advantageous to the Govern¬ 
ment. In such a case, the total debt must 
be assumed by the transferee even though 
a portion of the security property may 
be retained by the transferor. The Coun¬ 
ty Supervisor will submit to the State Di¬ 
rector the complete factual information 
concerning the transaction. It will in¬ 
clude appraisal reports showing the pres¬ 
ent market value of each portion to be 
transferred and such value of the total 
unit before subdivision, the amount of 
indebtedness to be assumed by each 
transferee, and the case flic with other 
pertinent information outlining the rea¬ 
sons for the proposed actions. 

(10) Dual security . When the ac¬ 
counts) is secured by both chattel and 
real estate, all the chattel security must 
be transferred, sold, or liquidated by the 
time of the transfer or the real estate, 
except that in case of EM or SL secu¬ 
rity. the real estate security may be 
transferred without transfer or liquida¬ 
tion of the chattel security upon prior 
approval of the National Office. 

(11) Consent. The written consent of 
any lienholder must be obtained if re¬ 
quired. 

(12) Junior liens. When the fun 
amount of the FmHA debits assumed, 
there must be no liens, judgments, or 
other claims against the security which 
arc Junior to any FmHA liens being as¬ 
sumed unless the 8tate Director deter¬ 
mines that such liens, judgments, or 
claims will not adversely affect the 
Government's security interest and that 
the transferee's ability to pay the FmHA 
debt will not be impaired thereby. 

(13) Restriction. When Jess than the 
full amount of the FmHA debt is being 
assumed, there must be no liens, Judg¬ 
ments, or other claims against the secu¬ 
rity which arc Junior to any FmHA loans 
being assumed. 

(14) Loans . An initial or subsequent 
loan for which the transferee Is eligible 
may be made in connection with a trans¬ 
fer, subject to the policies and procedures 
governing the kind of loan being made. 
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When the transfer is being made to an 
eligible FO applicant, FO loan funds may 
be used to pay equity. When real estate 
security for an RH loan is transferred to 
a person eligible under Subpart A. Part 
1822 of Subchapter B for an RH loan to 
purchase such real estate. RH loan funds 
may be used to pay the equity. This, how¬ 
ever. does not include income producing 
lands or buildings. In lieu of the subse¬ 
quent loan of the kind involved, the Gov¬ 
ernment's lien may be subordinated to 
(1) enable the transferor to take a first 
mortgage to secure the amount of his 
equity payment, or, (2) to permit another 
lender to furnish funds needed in con¬ 
nection with the transfer. In such cases, 
the subordination will be processed in ac¬ 
cordance with the applicable provisions 
of $ 1873.3. The transferor may convey 
title to the property by warranty deed or. 
when he agrees to take a first lien to se¬ 
cure his downpayment, ho may sell the 
property by purchase contract or similar 
Instrument that meets the conditions of 
$ 1821.7(a) (2). In such cases, prior lien¬ 
holders* agreements will be obtained in 
accordance with 1 1807.2(f) (5). When 
necessary to settle a divorce action, a sub¬ 
sequent loan may be made or a subordi¬ 
nation may be granted to permit the re¬ 
maining borrower to obtain a loan In an 
amount not to exceed the equity In the 
property. 

(15) Payments If a payment to the 
transferor is to be made In connection 
with the transfer, the total FmHA debt 
must be assumed unless the payment re¬ 
ceived by the transferor is applied on a 
prior lien or to the portion of the trans¬ 
ferors FmHA debt not assumed. When 
the full amount of the FmHA secured 
debt Is being assumed and other FmHA 
debts owed by the transferor arc not 
adequately secured, the 8tate Director 
may. as a condition of approving the 
transfer, require that all or a part of any 
equity payment be applied on such debts. 

(16) Downpayment. An eligible trans¬ 
feree will make a downpayment on the 
FmHA secured debts if he is financially 
able. When a payment Is required the 
transfer will not be closed nor the appro¬ 
priate assumption agreement executed 
prior to receipt of such payment. 

(17) Date. The effective date of the 
transfer will be the actual date the 
transfer is closed. This is the date on 
which Forms FmHA 460-6 or FmHA 460- 
0 arc signed. In connection with the use 
of either form, the unpaid principal bal¬ 
ance and accrued Interest will be shown 
In Table l and the accrued Interest will 
be computed from Form FmHA 451-26. 
'•Transaction Record." Form FmHA 451- 
31, "Borrower Transaction Record." or 
the monthly payment account Status 
Report. If Form FmHA 460-8 is used, the 
transferee will be informed of the 
amount of principal and interest owed. 
He also will be advised of the total 
amount paid as of the closing date which 
has not been credited to the account, 
the amount that would be required to be 
paid to place the account on schedule as 


of the previous Installment due date, and 
any accounts that must be paid to bring 
any monthly payments up to date. 

<18) Civil Rights Acts. "When the 
property transferred will continue to be 
used for the same or a similar purpose 
for which federal financial assistance 
was extended, except for property in¬ 
volving only one or more of the follow¬ 
ing programs: FO and OL loons for 
farm purposes; RH 502, 604. and 523 
Self Help loans; and BO. SW, axul EM 
loons to individuals; the transferee will 
sign a Form FmHA 400-4, 'Nondiscrimi¬ 
nation Agreement.* " 

(c) Transfer of loans to eligible ap¬ 
plicants —<1> Eligibility. A loan may be 
transferred to an applicant who meets 
the eligibility requirements for the kind 
of loan being assumed or whose situa¬ 
tion after the transfer will satisfy such 
eligibility requirements. Also, an RH 
Senior Citizen loan may be transferred 
to anyone eligible for a Section 502 RH 
loan. An ORE loan may be transferred 
to an applicant who meets the eligibil¬ 
ity requirements for an FO loan, or to 
an applicant who meets the eligibility 
requirements for an RH loan if it is a 
nonfarm tract and was security for an 
FH loan originally. An RH loan to a per¬ 
son of low or moderate income may be 
transferred to a person whose income is 
above moderate and who meets the 
other requirements of an eligible trans¬ 
feree. However, preference will- 

An above moderate loan may be trans¬ 
ferred to an applicant whose Income 
may not be in the above moderate 
category provided his income is suffi¬ 
cient to meet the terms of the loan. Such 
a loan, after the transfer, will continue 
to be classified as above moderate. Spe¬ 
cial livestock or other emergency type 
loons no longer being made may be 
transferred to an applicant who meets 
current EM loan requirements. Any 
other type of loan for which there are 
no present authorizations or eligibility 
requirements may be transferred only 
with the advice of the National Office 
after considering the recommendation 
of the State Director and reviewing the 
case file. 

(2) Repayment and rcamortUation 
terms —(i) Form FmHA 460-9. Except as 
noted belowr for RH loans, assumption of 
any FmHA loan may be approved with¬ 
out any change in the balance owed, in¬ 
terest rate, or other terms. In such cases 
Form FmHA 460-9 will be used. A loan 
may be transferred even though It Is on 
schedule, ahead of schedule, or behind 
schedule. Whenever reasonably possible, 
any delinquency should be paid at the 
time of assumptloti. However, this is not 
required if the total FmHA debt to be 
assumed is within the debt paying ability 
of the transferee. 

(A) Rural Housing Disaster (RHD> 
loans will be transferred at the current 
rate for section 502 loans unless the 
transferee is eligible for a RHD loan. 

(B) Direct sections 502. 503. and di¬ 
rect Senior Citizen RH loans will be 


transferred at the current rate for sec¬ 
tion 502 loans. 

(C) Low and moderate RH loans 
transferred to a person having an above¬ 
moderate income will be transferred at 
the current rate for an above-moderate 
section 502 loan. 

(U) Form FmHA 460-5. If an exten¬ 
sion of the existing loan repayment pe¬ 
riod is necessary to enable the trans¬ 
feree to be successful. Form FmHA 460-5 
will be used. The new repayment period 
will not exceed the repayment period for 
a new loan of the type involved; for ex¬ 
ample. FO—40 years. OL—7 years, and 
RH—33 years. If a new repayment pe¬ 
riod Is used and the current Interest rate 
Is higher than the rate specified in the 
note, the current interest rate for a new 
loan of the type involved will be used and 
any Insurance charge applicable to such 
a loan will be provided for. except in as¬ 
sumptions by a surviving spouse under 
5 1872.18<b> (4). In determining the new 
repayment period and interest rate. <a> 
an ORE loan will be considered an FO or 
RH loan, as appropriate, if the applicant 
and the property meet the requirements 
of i 1872.18(c) (1), and <b) an SL or 
other emergency type loan no longer be¬ 
ing made will be considered an EM loan. 

(d> Transfer of loans to ineligible 
transferees. When a borrower sells or 
proposes to sell the real estate security 
to a person(s) who is not eligible to as¬ 
sume the Indebtedness in accordance 
with 41872.18 (c> and the mortgage re¬ 
quires the Government's consent for the 
transaction, it will be the policy to per¬ 
mit assumption of the account by the in¬ 
eligible transferee if it U in the best In¬ 
terest of the FmHA. Otherwise, the ac¬ 
count will be immediately liquidated. In¬ 
eligible transferees may include a farm¬ 
ing corporation or a farming partnership 
but do not include other corporations or 
partnerships, real estate brokers, or fi¬ 
nancing institutions. For any* type of loan 
for which there are no existing authori¬ 
zations or eligibility requirements in 
FmHA Instructions, the loan may be 
transferred under the requirements and 
conditions of this Subpart. If the ap¬ 
proval official determines that it Is in the 
best financial Interest of the FmHA to 
transfer the account, he may consent to 
the transfer by assumption agreement 
provided: 

(1) Downpayment. Each transferee is 
required to make as large a downpay¬ 
ment on the FmHA secured debt as he 
is financially able to make under the cir¬ 
cumstances. However, no transfer to an 
ineligible applicant may be approved 
without at least ten (10) percent dowm- 
payment. 

(2) Terms — farm. Except for RH 
loans on nonfarm tracts, the balance of 
the FmHA debt assumed is scheduled for 
repayment in not to exceed ten (10) 
years with amortized monthly* or annual 
installments, and with interest to the 
borrower at the rate being charged for 
section 502 RH loans to moderate-In¬ 
come applicants at that time or at the 
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rat* of Interest specified in the note 
being assumed, whichever is greater. 
When It has been definitely determined 
that a property cannot be transferred 
on terms of ten (10) years or less because 
of conditions in the area, the State Di¬ 
rector may authorize a longer repay¬ 
ment term not to exceed fifteen (15) 
years. When the FmHA debt consists 
only of OL and EM operating type loans 
secured by real estate, the balance of 
the debt assumed will be scheduled for 
repayment in not more than five (5) 
years. In case of real estate loan trans¬ 
fers previously made on terms of not 
more than five (5) years and the bor¬ 
rower. because of crop failure, a natural 
disaster, or similar conditions beyond his 
control, is unable to meet the scheduled 
installments, an extension of the repay¬ 
ment period not to exceed a total of ten 
(10> years from the date of transfer may 
be authorized provided the County Com¬ 
mittee and the State Director determine 
that the extended repayment period Is 
necessary to prevent foreclosure action 
and the Government’s interest wili not 
be adversely affected In such cases, the 
unpaid balance owed will be reamortlzed 
over the remaining period and the bor¬ 
rower will execute a replacement as¬ 
sumption agreement evidencing the 
debt. 

(3) Terms—non farm. For RH loans 
secured by a lien on a nonfarm tract, 
the balance of the RH debt assumed will 
be scheduled for repayment In not more 
than five (5) years with amortized an¬ 
nual or monthly Installments. Interests 
on the amount assumed will be charged 
at the rate currently applicable to above¬ 
moderate RH loons, including insurance 
charges, or at the rate of interest speci¬ 
fied in the note being assumed, which¬ 
ever is greater. 

(4) Payment. The transferee has abil¬ 
ity to pay the FmHA debt in accordance 
with the assumption agreement and the 
legal capacity to enter into the contract. 

(5> County Committee . The County 
Committee, except for Section 502 and 
504 RH loans, finds that the transferee 
will honestly endeavor to make payments 
In accordance with the assumption 
agreements, maintain the security prop¬ 
erty, and carry out his other obligations 
in connection with the loan. 

(6) Condition. The transfer will not 
adversely affect the FmHA program in 
the area. 

(e) Consent of FmHA not required to 
transfer . When the FmHA mortgage (s) 
does not require the Government’s con¬ 
sent to the sale of the security and the 
borrower conveys or proposes to convey 
the security to a person who is ineligible 
or unwilling to assume the FmHA debt 
in accordance with $ 1872.18 (c> or 
the Government will not consent to the 
sale. In such a case, the County Super¬ 
visor will advise the State Director of the 
sale. If the account is delinquent or the 
loan is otherwise in default, the County 


Supervisor also will advise the State 
Director of the nature of the default, and 
any specific plans that may have been 
made to correct the default. If the State 
Director decides to continue with the 
account, it will be serviced in the name 
of the borrower and otherwise serviced 
in the usual manner. 

(f) Release of transferor from liability. 
The policy of the FmHA is that the bor¬ 
rower (and any cosigner for an RH loan) 
will be released from persona] liability 
to the FmHA when all of the real estate 
security for a loan is transferred under 
$ 1872.18 (c) or (d> and the total out¬ 
standing debt or that portion of the debt 
equal to the present market value of the 
security is assumed. Borrowers, however, 
may not be released from personal lia¬ 
bility to the FmHA when real estate 
securing loans, other than section 502 
and 504 RH loans, is transferred to an 
ineligible transferee under 1 1872.18(d) 
unless the debt assumed by the trans¬ 
feree Is scheduled for repayment In not 
to exceed five (5) years from the date of 
the assumption agreement. Also, when 
the total outstanding debt Is not as¬ 
sumed. the following conditions must be 
met: 

(1) Required certification — <i) Certi¬ 
fication by County Committee. The 
County Committee, except for section 
502 and 504 RH loans, must execute a 
memorandum containing the following 
statement: 

(Name of transferor and any cocigner) in 
our opinion do not have reasonable ability 
to pay all or a substantial part of the bal¬ 
ance of the debt not assumed after consid¬ 
ering their assets and Income at the time 
of transfer. Transferors have cooperated In 
good faith, used due diligence to maintain 
the security against loss, and otherwise ful¬ 
filled the covenants Incident to the loan to 
the beat of their abUlty. Therefore, we rec¬ 
ommend that the transferor and any co¬ 
signer be released of personal liability upon 
the transferees* assumption of that portion 
of the indebtedness equal to the present 
market value of the eecurlty. 

(ii) Certification by loan approval offi¬ 
cial. The official approving the transfer 
section 502 and 504 RH loans must ex¬ 
ecute a memorandum containing the 
statement provided for in $ 1872.18(f) 

< 1 > (I) when County Committee action 
was not required to authorize release of 
the borrower from personal liability to 
the FmHA. 

(2) Release. For an RH loan involving 
a cosigner, the transferor may be re¬ 
leased from personal liability only if the 
cosigner also can be released. 

(3) Continued liability. When an in¬ 
eligible transferee assumes an FmHA 
loan, other than a section 502 and 504 
RH loan, scheduled for repayment in 
more than five (5) years from the date 
of the assumption agreement, the trans¬ 
feror must Indicate that he will continue 
to be liable for the debt by signing an 
agreement as follows: 


CoxrtMUKD Liability Aoxzzicxnt or Pmxtnt 
Dotou 

The undersigned hereby agree to remain 
personally liable for the Indebtedness owed 

to the PmHA and assumed by_ 

(assuming parties) 
under assumption agreement dated__ 


(Date) 

(The original of the signed agreement will 
be attached to the original assumption agree¬ 
ment, a copy filed In the transferee's County 
Office case folder, and a copy provided the 
transferor.) 

(g) Processing transfer by assumption 
of indebtedness. When the transfer is not 
within the County Supervisor’s approval 
authority, the docket with the trans¬ 
feror’s case file will be sent to the District 
Director or State Office, as appropriate, 
for approval or disapproval. 

(1) Refund of unused funds , loan funds 
not advanced, transaction record. Unex¬ 
pended funds In the supervised bank 
account will be applied as a refund unless 
FO, 8W. RL. RH. RRH, LH. or EM secu¬ 
rity is transferred to an eligible applicant 
and the funds are needed for completing 
planned development. Any obligation of. 
or request for loan funds not yet ad¬ 
vanced will be canceled. Form FmHA 
451-26, Form FmHA 451-31 or the 
monthly payment account Status Report 
will be used to compute the unpaid bal¬ 
ance due on the effective date of the 
transfer. 

(2) Preparation and distribution of 
transfer docket —(i) Checking docket 
forms. When the transfer docket forms 
shown in fi 1872.18(g) <2> (ill) have been 
completed, the approval official will de¬ 
termine that the proposed transfer cow- 
forms to the applicable procedural re¬ 
quirements, each form is prepared cor¬ 
rectly in accordance with Forms Manual 
Insert or other appropriate 8ubparts. 
and items such as names, addresses, and 
the amount of the indebtedness to be 
assumed Are the same on all forms in 
which such items appear. 

01) Information on the availability of 
other credit. The County Supervisor will 
record in the running case record the 
pertinent information concerning the 
negotiations made by an eligible trans¬ 
feree and the discussion by FmHA per¬ 
sonnel with the applicant s creditors and 
other lenders. The investigation and 
availability of other credit for eligible 
transferees will be documented as re¬ 
quired for the kind of loan being assumed. 
This must be sufficiently clear and ade¬ 
quate to establish that other credit is not 
available to pay the debt in full and 
make the transfer unnecessary. Any let¬ 
ters from lenders or other evidence which 
may have been obtained indicating that 
the applicant is unable to obtain satis¬ 
factory credit elsewhere w*lll be Included 
in the loon docket. 

(ill) Distribution of transfer docket 
forms. The following table w*ill be used as 
a guide in distributing the necessary 
forms. 
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FmllA 

Yn nii 

No. 


Nam* of form 


Total 

mriw 

of eopUa 


TnaafO 

<*oc*#4 


C W 

for 


440-1 

«4<*M 

410-1 

•410-4 

•4104 
4AV4 
•440 3 

• • 431-2 
•Ol-l 

••431-3 

•4ZM 

3 

•422-8 

• 4301 

• • 4*0-0 
•434-1 

• •4805 


Record of Actfo!aa..r^ 

Nondiscrimination Aft w aaol...~r..n.cr..„a 
Application for FmllA Sarvleoa (with attachment*).. 
Application for Rural Hnttaln* Loona <NooTwra 

Reqtseal for VrirthcaUoo of Employ mao lT.. 

Transfer of Heal Fatal* Hecamy.—— 

County Committee Cortlflcatfoo or RecotumMuUtk*u 

Farm and Hume F l *rO ... _.. \... .• t. - - - * 

Lon#Tune Farm and Homo Plan...;-* 

Family Budget 


Buslnrsn Analysis-NottaffricultunU Kotorpirtoe^..—.—a 

Appraisal Report (Farm Tract)--—-i 

Map of Property.......**—v* 

Property Information and Appraisal llepart— Rural 

Iforwfng Non farm Tract.— .—--i 

Vnhntuwi of BufMlnp.—- 

Supplementary Payment Agreement---i 

lforelopuMuit i’lau ..— r .. . a 

Assumption Ayrreraenl (Now Terms)... * 

AaMttsnpUon Agreement (Same Term*— Eligible 

Transferee)-- ^ 

»• 4C3 -* R*kuu* froau Personal Liability.; —- 

• 443-17 Agreement to Hell NoOMWOtial Real Estate-- 

•440-41 DtsckMura bUlement for Ixmns Secured by lUxd 

Feta to---.....—-* 

• 440 43 Notice of lUrbt to Rescind. 

> 4M-I0 RaqOMt for Statement of Account.—...—.. 


u . 

•1 

*1 

■ * 2 

1 1 

11 

* i 






3 

»1 

1 | 

»r 

1 — 

.ar. 

t § 


1 

i 1 

» 1 

•i 

2 


• l 

• i 

2 

• i 

11 

»i 

2 


• | 

u 

1 cr 

iBgxa 

t j 


1 


11 


1 ;v.^r.;.sa 

11 

B..- 

I r.T 

-_T* 

1 | 

r,r.i — — 

2 

• 1 

* *2 

•I 

3 

•I 

H2 

•1 

4 

•1 

11 

•l 

4 

*1 

11 

a l 



a t 

• 1 

2 

112 

1 1 

• 1 

2_ 

..3 


U 

3 

• 1 


l»2 

3_ 

, , , , , . r a 

*2 

. 


451-28 Hut os of Account..... 


••2 


• Original. 

» Copy. 

• When applicable. . . .... A . . . . 

• In addition to plan for the lint hill year. Interim plan, If prepared, wfU be Included In the docket. 

• ThrorMrinal form will not be * located uuUi date of clodnc the traruder. . . . ... . 

• In right to rescind original and sufflcicut ooptos for each parauu who has right to rooclnd In accordaooe 

* • oSSfrnl and 1 copy to transferee: 2 copies to cadi other person who baa right to reach id to acroniance with part 
h the fmon etmtUm hie right to reecind. ha will sign one copy oUbe form and return it to the county office. 


Nora.—When requested prepara an additional copy for doiieery to tracuforor. 


<iv> Other transfer docket items when 
applicable. Other transfer docket items 
may Include a mortgage title policy, title 
evidence, or report of Hen search, fore¬ 
closure notice agreement, original or 
certified copy of deed to any property 
to be taken as additional security, pur¬ 
chase contract, or other instrument of 
ownership, and information on prior 
mortgaged) and co6ignerfs>. When the 
County Supervisor is the approval offi¬ 
cial, he may. in lieu of including the 
document evidencing ownership, include 
a statement In the docket indicating that 
he has seen and reviewed the document. 
When leas than the total amount of the 
Indebtedness is assumed, the transferor’s 
financial statement will be Included. 
When on initial or subsequent loan Is 
Involved. Include any additional forms 
required by the appropriate loan making 
subpart. 

(3) Collections and receipts. During 
the period that a transfer Is pending in 
the County Office, payments received by 
the Finance Office will continue to be 
applied to the transferor’s account and 
Form FmHA 451-26 or Form FmllA 
451-31 will be forwarded to the County 
Office. This includes any downpayments 
made in connection with the transfer for 
reducing the amount of the debt to be 
assumed. When the County Supervisor 
has received a payment on the account 
which is not included In the latest trans¬ 
action record or monthly payment ac¬ 
count status report, he should deduct 
such amounts from the total amount of 
principal and Interest calculated from 
the latest information available before 
completing the assumption agreement 
and having it signed. 


<i> Transaction record. When the bor¬ 
rower has made a direct payment to the 
Finance Office and there is no record 
of the payment in the County Office, the 
account will be assumed on the basis of 
the latest record In the County Office. In 
such cases, the application of the direct 
payment will be reversed from the ac¬ 
count and the assumption agreement 
will be processed In the Finance Office. 
The Director of the Finance Office will 
contact the County Supervisor to deter¬ 
mine the disposition of the proceeds from 
the direct payment. 

(11) Identification. For payments re¬ 
ceived on the date of transfer, Form 
FmHA 451-2, "Schedule of Remit¬ 
tances." will be prepared to show 
"Transfer in process for account owned 
by (borrower's name and case number) 
to be transferred to (name of transferee 
and case number. If known)." If the 
borrower number portion of the case 
number has not yet been assigned for a 
transferee only the State and County 
portion of the case number will be shown. 
A statement for the information of the 
Finance Office will be attached to the 
assumption agreement showing the date 
of Form FmHA 451-2 and the amount 
paid. 

(ill) Payment . When a payment is due 
on the assumption agreement shortly 
after the transfer is completed, such a 
payment should, if possible, be collected 
at the time of transfer and remitted In 
the name of the transferee. 

(4) Farm and home plans and finan¬ 
cial statements. When the transfer in¬ 
volves an Ineligible transferee. Form 
FmHA 431-3 or Form FmHA 431-2 will 
be used with Tables A and J being com¬ 


pleted in the same manner as for any 
other borrower but other tables and 
portions of the form will be completed 
only to the extent necessary to determine 
the debt-paying ability of the transferee 
and to give sufficient information for 
completing Table J. When a transfer Is 
to be made for less than the amount of 
the indebtedness and a release of liability 
Is Involved, a current financial and in¬ 
come statement of transferor will be ob¬ 
tained on Form FmHA 431-3 or Form 
FmHA 431-2. 

(5> Appraisal report. Form FmHA 
422-1. FmHA 422-7, “Appraisal Report 
for Multiunit Housing," or FmHA 422-8 
as appropriate will be obtained when <a > 
the amount to be assumed is leas than 
the full amount of the indebtedness. (b> 
required In connection with an initial or 
subsequent FO. RL. SW, RH. RRH, or 
LH loan to be processed with the trans¬ 
fer, or (c) the loan approval official re¬ 
quests a current appraisal. 

<6> County Committee certification 
and recommendation . The complete 
transfer docket, except tor sections 502 
and 504 RH loans, will be presented to 
the County Committee for review. 

(l> Applicants. The transfer will be 
contingent upon the County Committee 
making its appropriate certification on 
Form FmHA 440-2 for on eligible ap¬ 
plicant or when transfer is to an ineligi¬ 
ble applicant, executing a memorandum 
containing the following statement: 

In our opinion, th© tranafrree,___ j _ 

(name of 

..._...._will honestly endeavor to make 

transferee) 

payments in accordance with the assump¬ 
tion agreement, maintain the security. arid 
carry out the other obligations In connec¬ 
tion with the loan. 

(U) Release. When the County Com¬ 
mittee recommends a release of the 
transferor and any cosigner from liabil¬ 
ity when real estate security is being 
transferred under f 1872.18 (c> or (d) 
with an assumption of less than tiie total 
debt, the provisions of | 1872.18(f) (1) 
(1) will be followed. 

(7) Property insurance. The transferee 
will obtain property Insurance in accord¬ 
ance with the requirement for the loan (s) 
involved. If the insurance is required, it 
may be obtained either by transfer of 
the existing coverage by the transferor 
or by acquisition of new coverage by the 
transferee. The Insurance company will 
be notified by the County Supervisor Im¬ 
mediately after completion of the trans¬ 
fer. When the full amount of the FmHA 
indebtedness is being assumed and an 
insurance premium has been advanced to 
ilie account, the transfer will not be 
completed until the amount of U*e pre¬ 
mium has been charged to the trans¬ 
feror’s account. 

(8) Title clearance and legal services. 
Title clearance and legal services for 
closing transfers will be accomplished in 
accordance with Part 1807 Subchapter A 
of this chapter in case of a transfer 
Involving an FO, RL. RH. RRH loan to 
an individual, LH. or SW loan not coded 
J or a LCD loan. Title clearance and legal 
services for such loans, however, are not 
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required when a Joint borrower conveys 
his interest In the security to the remain* 
lng borrower who assumes the total In¬ 
debtedness provided a subsequent loan or 
subordination Is not Involved. For all 
other kinds of loans being transferred, 
title clearance and loan closing services 
will not be required unless the approval 
official, with the advice of the OGC, 
determines that such services are needed 
in order to maintain the FmHA’s secu¬ 
rity position or for other reasons. If other 
than an FmHA mortgage is involved 
which requires the mortgagee’s consent 
to the transfer, such consent will be 
obtained. 

(9) Assumption agreement ' release 
from personal liability . receipts . When 
the full amount of the debt is assumed 
or a release from personal liability is 
otherwise approved under this Subpart 
and all of the security is being trans¬ 
ferred. Forms FmHA 460-6 or FmHA 
460-9. FmHA 451-1, “Acknowledgement 
of Cash Payment." and FmHA 465-8 will 
be completed and executed simultane¬ 
ously' with the closing of the transaction. 
The original (and signed copy for In¬ 
sured loan) Form FmHA 460-5 or Form 
FmHA 460-9 and. when applicable. Forin 
FmHA 451-1 will be transmitted Immedi¬ 
ately to the Finance Office. 

(10) Transfer of unused development 
funds . Any remaining funds not to be 
refunded that are In the transferor's 
supervised bank account will be trans¬ 
ferred to the eligible transferee’s super¬ 
vised bank account simultaneously with 
the closing of the transfer for use in 
completing planned development. 

(11) Case folder. The transferor’s 
County Office case folder will be used for 
the transferee after adjustments have 
been made. 

(12) Nondiscrimination Agreement. 
“When the property transferred will con¬ 
tinue to be used for the same or similar 
purpose for which federal financial as¬ 
sistance was extended, except for prop¬ 
erty Involving only one or more of the 
following programs: FO and OL loans for 
farm purposes: RH 502, 504. and 523 
Self Help loans, and Economic Oppor¬ 
tunity (EO>. SW. and EM loans to in¬ 
dividuals: the transferee will sign a Form 
FmHA 400-4. 

(h) Transfer not completed. If for any 
reason the transfer is not completed, the 
Finance Office will be notified to resume 
servicing of the account In the name of 
the transferor, 

§ 1872.19 Voluntary conveyiinrc of k»* 
curily to FmHA. 

When voluntary conveyance of secu¬ 
rity to the FmHA is determined to be 
appropriate, the voluntary conveyance 
docket will be assembled and approved 
by the County Supervisor or submitted 
with the borrower’s County Office case 
folder<s) to the State Director or District 
Director, as appropriate. If voluntary 
conveyance is approved as being in the 
best financial interest of the Govern¬ 
ment by permitting a substantial recov¬ 
ery on the Government’s loan, the State 
Director will send any title information 
or evidence of ownership of water rights 
held in the 8tate Office to the County 


Office. When a prior Hen00 exist, such 
llen(s) will be paid by Standard Form 
1034. only if it is determined that a sub¬ 
stantially greater recovery on the Gov¬ 
ernment's investment can be obtained, 
or the property is suitable for sole to 
an eligible applicant subject to the terms 
of the prior lien and the holder of the 
prior licn(s) will not agree and his con¬ 
currence is required for the Government 
to acquire the property and resell it sub¬ 
ject to his llen(s). If the property is 
acquired subject to a prior lien(s) # pay¬ 
ment of installments on the prior lien 
may be made while title to the property 
Is held by the Government. All Junior 
liens on the property except FmHA liens 
and taxes and assessments which are or 
will become a lien on the property must 
be satisfied by the borrower without 
FmHA assistance, unless the State Di¬ 
rector determines that payment of the 
Junior Hens by the Government voucher 
will better protect the Government's 
interests, considering all pertinent fac¬ 
tors including the results of any delay 
that foreclosure action would Involve. If 
a mortgage has been taken on the prop¬ 
erty to further secure other FmHA loans, 
all security not conveyed to the FmHA 
must be liquidated by the borrower and 
the sales proceeds applied on the secured 
debts in the order of their priority be¬ 
fore the conveyance is closed. The word 
’‘property" as used In this subpart in¬ 
cludes the real estate items which are 
considered real estate, items which cus¬ 
tomarily pass with the real estate in the 
change of ownership, and any irrigation 
equipment and other equipment such as 
bulk milk tanks, feed storage facilities 
which are normally considered chattel 
security If they are necessary for the 
successful operation of the farm, will 
enhance the sale of the farm, and are a 
part of the security for the loan involved 
in the conveyance. 

(a) Authority. The Slate Director, sub¬ 
ject to the policies outlined In this Sub- 
port, is authorized to approve a voluntary 
conveyance with or without release of 
personal liability. The Slate Director Is 
authorized to consent to release of a bor¬ 
rower and any cosigner in connection 
with a voluntary conveyance as set forth 
in 4 1872 18<f) which is applicable to a 
transfer. The County Supervisor and Dis¬ 
trict Director arc authorized to approve 
transactions under 4 1872.19 on the same 
basis as the 8tate Director provided the 
total debts against the security do not ex¬ 
ceed $100,000 and $160,000 respectively. 

<b) Preparation, processing and dis¬ 
tribution of voluntary conveyance 
docket. When a borrower offers to vol¬ 
untarily convey his property to the 
FmHA and agrees to carry out all the 
conditions contained in Form FmHA 
465-4, "Offer to Convey Security." the 
form will be completed and he will sig¬ 
nify his agreement by signing the form. 
A warranty deed on a state approved 
form or a deed meeting the requirements 
of 4 1807.2(e) will be required and. when¬ 
ever possible, completed and signed 
simultaneously with Form FmHA 465-4. 
However, it will not be recorded until the 
closing of the transaction. Also, If water 
rights arc not fully conveyed In the dead. 


any necessary assignments of transfers 
of water stock, membership certificates, 
or other water right documents will be 
obtained simultaneously with the execu¬ 
tion of Form FmHA 465-4 whenever pos¬ 
sible but not later than the execution of 
the deed, and will be recorded, if neces¬ 
sary or appropriate. In connection with 
closing the transaction. When the bor¬ 
rower executes Form FmHA 465-4, a 
preliminary determination will be made 
by the County Supervisor as to whether 
the property constitutes a family farm as 
defined in 8ubpart A of Part 1821 of this 
chapter. Based on the recommendation 
of the County Supervisor, a decision will 
be made by the approval official at the 
time of acquisition of the property as to 
whether such property Is suitable for sale 
under the terms and conditions of Sub¬ 
part C, Part 1872, of Subchapter F to 
eligible applicants or as surplus property. 
If the voluntary conveyance is approved 
by the District Director or State Director, 
the County Supervisor will be notified of 
the determination and given Instructions 
for selling the property in accordance 
with Subpart C of Part 1872 of this 
chapter. 

(1) Acceptance of offer. Offers made 
and accepted are subject to the condi¬ 
tions outlined in Form FmHA 465-4. 

(i) Appraisal not required. When the 
approval official determines that a bor¬ 
rower who is Indebted only for a Section 
502 or 504 RH loan has cooperated in 
good faith, used due diligence to main¬ 
tain the property against loss, farmed in 
a workmanlike manner If engaged in a 
farming operation, and has otherwise 
fulfilled the convenants of the loan to 
the best of his ability, the approval of¬ 
ficial will immediately accept the offer 
for full satisfaction of the FmHA debt 
secured by the real estate. In such cases 
an appraisal of the security property 
will not be made. The borrower’s ac¬ 
count will be satisfied in accordance with 
4 1872.19(b) (10) (i) after the transac¬ 
tion has been closed. 

(il) Appraisal required. When a bor¬ 
rower indebted for any type loan other 
than a section 502 or 504 RH loan or 
when the approval official is unable to 
make the determination required by 
4 1872.19(b) (1) (1) for a section 502 or 
504 RH borrower, offers to convey the 
property securing the loan to the FmHA, 
the approval official will make orrequest 
that an appraisal to be made of the 
property to be conveyed. The appraisal 
will reflect the market value of the prop¬ 
erty in its present condition. If the 
amount of the outstanding FmHA debts 
secured by a lien on the property, plus 
any prior liens exceeds the present mar¬ 
ket value of the security property, the 
County Committee, except for section 
603 and 504 RH loans, must determine 
whether the borrower should be released 
of liability for any balance owed on the 
indebtedness. In such cases, the recom¬ 
mendation of the County Supervisor and 
the Committee certification required by 
4 1872.19(b) (4) will be submitted with 
the borrower’s loan docket and Form 
FmHA 465-4 to the approval official for 
his consideration. If, however, the value 
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of the security is equal to or exceeds the 
FmHA debts and any prior liens against 
the security property, the case will be 
handled in accordance with 9 1872.19(b) 
(X) <D. 

If. however, the value of the security is 
less than the FmHA debts and any prior 
liens against the security property and 
the approval official is unable to deter¬ 
mine that a borrower, who is indebted 
only for a section 502 or 504 RH loan, 
meets the conditions of paragraph 
1872.19(b) (1) (i) or the County Commit¬ 
tee does not recommend that a borrower 
and any cosigner be released of liability 
for any balance owed on debts secured 
by the property being conveyed, the ac¬ 
count will be handled in accordance with 
5 1872.19(b) (10) (ii) after the transac¬ 
tion has been closed. 

(2) Assignment of note to the insur¬ 
ance fund. When an Insured loan not 
held by the Insurance fund is Involved 
and the approval official decides to accept 
the offer to convey, he will request the 
Director, Finance Office, to have the in¬ 
sured loan assigned to the Insurance 
fund. 

(3) Taxes. When Form FmHA 405-4 is 
submitted to the approval official and it 
does not obligate the borrower to pay 
taxes and assessments which are a lien or 
will become a lien on the property, or 
water assessments or chargee to protect 
the right to receive water. Standard 
Form 1034 will be attached thereto for 
the payment of any taxes and assess¬ 
ments which are due and payable. If 
Form FmHA 465-4 is accepted, the ap¬ 
proval official will forward the voucher 
to the Finance Office. 

(4) County Committee's certification 
and recommendation. When property is 
to be voluntarily conveyed for a credit 
on the borrower’s account of less than the 
FmHA Indebtedness secured by the prop¬ 
erty, the County Committee, except for 
sections 502 and 504 RH loans, will de¬ 
termine whether in its opinion the bor¬ 
rower should be released of liability for 
any balance owed on such indebtedness. 
If the County Committee recommends 
that the borrower and any cosigner be 
released of liability for such balance, it 
will make the following certification: 

In our opinion 


(N&mo ot borrower (a) and any cosigner l 
do not have reasonable debt-paying abil¬ 
ity to pay all or a substantial part of tho 
balance ot the debt owed after the voluntary 
conveyance, taking Into consideration their 
assets and Income at the time of the con¬ 
veyance. The borrower has cooperated In good 
faith, used due diligence to maintain the 
security property against loss, and has other¬ 
wise fulfilled the covenants Incident to the 
loan to the best of his ability. Therefore, we 
recommend that the borrower and any co¬ 
signer be released of personal liability for any 
balance due on the secured Indebtedness 
upon conveyance of tho property to the 
Government. 

(5) Obtaining statement of account 
and refunding unused loan funds. Any 
funds remaining in the supervised bank 
account will be applied a s a refund on 
the loan prior to accepting the offer to 


convey. A statement of account will be 
requested by using Form FmHA 451-10 
when a current transaction record or 
monthly payment account Status Report 
is not available. 

(6) Checking docket forms. When the 
docket forms show r n in 9 1872.19(b)(7) 
have been completed, the approval offi¬ 
cial will determine that (a) each form 


is prepared correctly in accordance with 
the Form Manual Insert or other appro¬ 
priate instructions, and (b) Items such 
as names and addresses are the same on 
all forms. 

(7) Distribution of voluntary convey - 
ance docket forms. The following table 
will be used as a guide in distributing the 
necessary forms. 


ruiltA 

Form 

No. 


Name of farm 


Total Sign*! by 
imvnt ** borrow** 
of eopic* 


Voluntary 

conveyance 

docket 


*422-1 
422-J 
* 422-6 

*4*1-2 
*431 3 
441 10 
451 II 

*•464* 
405-2 


Odor to Convoy Security-—............. 

Appraisal Report (Farm Tract)... 

Map of l’rop«rty-~....—v • 

Property Information and Appratatl Report—Rural Housing 
Noularm Tract. 

Farm and Home Plan........— 

y BodgUl - 

Rcqurat for Statement of Account... 

Statement of Account..—-- 

Release from Personal UaWlity—.— 

i of Security Property... 


2 1*2 


1 

1 


1*2 
*1 
11 
*1 


1 

1 

2 

2 

J 

a 



*i 

*i 

* 1 (O lo FO 
*2, M 
1 2 , * 1 
*3,»t 


»original. * Copy. 

• Thl» U foJ^vdU^b* WM’uted by the county wp'-rvlsor after approval of the voluntary conveyance and Iba 
determination 1* made to release the bummer from UaUtUy. 


Other voluntary conveyance docket 
items . When a voluntary conveyance in¬ 
volves a release of liability under 91872.19 
(bXlXlft). a current financial state¬ 
ment, and information relative to the 
present income of the borrower, and any 
cosigner, will be obtained. Ordinarily, 
this information will be recorded on 
either Form FmHA 431-2 or Form FmHA 
431-3, whichever is more appropriate. 
The borrower’s deed for voluntary con¬ 
veyance of the property will be included 
in the conveyance docket and for cases 
handled under 9 1872.19(bMlXii>, the 
County Committee’s Certification and 
Recommendation narrative form will be 
completed in accordance with 9 1872.19 
<bX4> and included. 

(8) Title examination and closing in¬ 
structions. Upon acceptance of the bor¬ 
rower’s offer, the County Supervisor will 
determine whether title clearance and 
closing of conveyance will be accom¬ 
plished with the assistance of the des¬ 
ignated attorney, title insurance com¬ 
pany. or combination thereof, or by other 
method, as outlined in a State Supple¬ 
ment. The County Supervisor will notify 
the designated attorney or title insurance 
company to furnish title services in ac¬ 
cordance with Part 1807, Subchapter A 
of this chapter. All Junior Ucns except 
FmHA liens, taxes, and assessments to be 
advanced by the FmHA will be removed 
by the borrower, unless the State Director 
determines that payment of the Junior 
liens by Government vouchers will better 
protect the Government’s interests con¬ 
sidering all pertinent factors Including 
the results of any delay that foreclosure 
action would involve. Any additional title 
defects or encumbrances will be removed 
by the borrower except those recited in 
the FmHA mortgage or subsequently ap¬ 
proved by the FmHA. When title defects 
or encumbrances will be removed as re¬ 
quired. the title evidence will be sub¬ 
mitted to the designated attorney or title 
Insurance company by memorandum 
with Form FmHA 465-4, the deed of con¬ 
veyance, any water right documents, the 


original or a conformed copy of the 
FmHA mortgage, any assignment instru¬ 
ments, and conformed copies of any re¬ 
maining encumbrances such as mineral 
leases, agricultural leases, easements, 
rights-of-way, and partial releases. The 
transmittal memorandum will Include a 
request for the preparation of necessary 
legal instruments, including any neces¬ 
sary separate instruments of assignment 
(which will become effective when the 
deed is recorded > pursuant to Form 
FmHA 465-4, and request a date for clos¬ 
ing the conveyance. The designated at¬ 
torney or title Insurance company will 
determine the manner in which any 
necessary notices of assignment of leases 
will be given to the lessees. The assistance 
of the OGC will be obtained only in un¬ 
usual or complex cases. 

(9) Closing of conveyance . The State 
Director will issue a State Supplement 
containing general guidelines for closing 
a voluntary conveyance when it will ex¬ 
pedite such closing. The conveyance 
transaction will be closed by the desig¬ 
nated attorney or title insurance com¬ 
pany representative. When an insured 
loon is Involved and the note is not held 
by the insurance fund or in the county 
office, the Finance Office will be requested 
to repurchase and assign the borrower 
promissory note to the appropriate in¬ 
surance fund. However, the conveyance 
transactions may be closed and deed re¬ 
corded pending assignment of the insured 
note to the Insurance fund. Expeases in¬ 
cident to the closing of the transaction, 
as authorized in the closing instructions, 
will be paid. After the designated attor¬ 
ney or title iasurance company deter¬ 
mines that the transaction has been 
properly closed, he will return all docu¬ 
ments submitted to him to the County 
Supervisor and advise as to the date 
when title to the property was vested In 
the Government The County Supervisor 
will forward a copy of this memorandum 
to the State Director and to the Finance 
Office. The County Supervisor will notify 
the District Director of completion of 
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any conveyance which the District Di¬ 
rector approved. Property insurance will 
be handled in accordance with Part 1806, 
Subchapter A of this chapter. The ac¬ 
quired property will be handled in ac¬ 
cordance with Subpart C, Part 1872, Sub¬ 
chapter F of this chapter. 

CIO) Indebtedness and inventory rec¬ 
ords. The credit to be entered on the bor¬ 
rower’s loan records will be either; (a) 
the total amount of the indebtedness 
owed on the account after all expense 
items have been charged thereto when 
the property is accepted In full satisfac¬ 
tion of the debt, or <b) the present mar¬ 
ket value of the security conveyed when 
the debt Is not satisfied and the borrower 
is not released from personal liability for 
the remaining balance owed on the debt. 
Immediately after the transaction Is 
closed in accordance with the closing in¬ 
structions and the amount of the credit 
to be allowed on the account is deter¬ 
mined. Form FmllA 465-6. ’’Advice of 
Mortgaged Real Estate Acquired." will 
be completed and transmitted to the 
Finance Office by the County Supervisor 
for processing. Any assigned agricul¬ 
tural, mineral, or other lease on the prop¬ 
erty will be sent to the Finance Office 
along with Form FmHA 465-6. If an oral 
lease of the property or on a portion of 
the property exists, it will be reduced to 
writing on Form FmHA 465-2, and if 
possible its execution by the lessee will 
be obtained. A copy of the Form 465-2 
will be sent to the Finance Office. After 
the Finance Office assigns an advice num¬ 
ber to Form 465-2, and a contract num¬ 
ber to the lease, it will advise the County 
Supervisor by memorandum with a copy 
to the State Office of such number for 
proper Identification of the inventory 
property and lease. 

(I) Satisfied account. The Finance 
Office or the County Supervisor, as ap¬ 
propriate. will stamp the borrower’s note 
"Satisfied by surrender of security and 
release from liability" when the account 
is fully satisfied. The County Supervisor 
will take appropriate action to release 
the lien of record on the security prop¬ 
erty and deliver the satisfied note to the 
borrower. 

<ii) Unsatisfled account. When the ac¬ 
count is not fully satisfied by surrender 
of the security, the borrower will be clas¬ 
sified as "collection-only" by process¬ 
ing Form FmHA 404-1 and Form FmHA 
450-10 and submitting them to the Fi¬ 
nance Office with Form 465-6. The re¬ 
maining amount will be accelerated by 
written notice IX grounds for accelera¬ 
tion exist. The Finance Office will retain 
the note(a) and send the County Office 
a current transaction record or Form 
FmHA 451-11. Upon receipt of the trans¬ 
action record or Form FmHA 451-11 
from the Finance Office, the loan record 
card will be reconciled with the state¬ 
ment of account and the account will be 
serviced as a collection-only case in ac¬ 
cordance with Subpart A of Part 1861. 
In such cases, the FmHA mortgage will 
be released of public record, but not 
satisfied. The type of release to be used 
will be as prescribed by State Supple¬ 
ment. 


§ 1872.20 Foreclosure by the Govern¬ 
ment, 

Foreclosure action will be recom¬ 
mended when (1) liquidation has been 
decided upon, (2) a substantial net re¬ 
covery can be obtained on the FmHA ac¬ 
count (s). (3) foreclosure is determined 
to be the most practicable method of 
liquidation by which the Interest of the 
FmHA can be protected or (4) failure to 
foreclose would adversely affect the 
FmHA program in the area. If these re¬ 
quirements cannot be met under the cir¬ 
cumstances existing when foreclosure is 
first considered, but conditions change 
so that the requirements can be met at a 
later date, foreclosure will be instituted 
at a later date. When there is a prior 
lien<s) and the 8tate Director has deter¬ 
mined that foreclosure is necessary, he 
will contact the prior lienholder, either 
directly or through the County Super¬ 
visor. and give him an opportunity to 
institute the foreclosure proceedings. If 
he is in a position to do so, with the 
FmHA taking whatever action is neces¬ 
sary to protect the interests of the Gov¬ 
ernment. IT the prior lienholder is unable 
or unwilling to institute the foreclosure, 
the FmHA will institute foreclosure pro¬ 
ceedings. subject to the prior lien if feas¬ 
ible. Whether foreclosure of the FmHA 
mortgage will be subject to the prior lien 
will depend upon such factors as the 
state law, the action or inaction of the 
prior lienholder, the condition of the 
prior lien account, the amount of the 
prior lien debt in relation to the total 
debt, and other factors. After issuance 
of the acceleration notice, account and 
security servicing actions other than ac¬ 
ceptance of payment in full, voluntary 
conveyance, or permitting of transfer, in¬ 
cluding payments of insurance and taxes, 
will be taken only with the advice of the 
OGC. Expenses Incident to the foreclos¬ 
ure action which are approved by the 
OGC for payment by the FmHA will be 
paid. If the OGC advises that a credit on 
the borrower’s account or a Standard 
Form 1034 will not be acceptable for pay¬ 
ment on the FmHA bid, the State Direc¬ 
tor will obtain a check from the Finance 
Office for making the payment. Standard 
Form 1034 will be used for this purpose 
and it will fully explain why It is neces¬ 
sary to immediately obtain a check for 
such payment. 

(a) Authority. The State Director is 
authorized to approve foreclosures and to 
execute any necessary documents. After 
such approval. Uie County Supervisor will 
take appropriate action and execute all 
necessary forms for completion of the 
transaction, except as otherwise provided 
herein. 

(b) Processing —(1) Form FmHA 465- 
7 and recommendation for deficiency 
judgment . If Form FmllA 465-7 has not 
been recently submitted to the State Of¬ 
fice. and foreclosure is recommended In 
accordance with i 1872.17, the form will 
be completed, and If chattle security is 
involved. Form FmHA 455-1. "Request 
for Legal Action," and Form FmHA 455- 
2, "Evidence of Conversion," when ap¬ 
propriate, providing necessary supple¬ 
mentary information, will be attached to 


Form FmHA 465-7. The completed Form 
FmHA 465-7 will be forwarded with the 
County Office case flic to the State Office 
through the District Director so the Dis¬ 
trict Director’s recommendation will be 
included. If it appears that the recovery 
to the Government from a sale by fore¬ 
closure will be insufficient to fully satisfy 
the indebtedness, the borrower’s situation 
will be reviewed by the County Supervisor 
to determine if there is a possibility of 
making a fur liter recovery on the ac¬ 
count. The facts revealed by his review 
should be included in the recommenda¬ 
tion made on Form FmHA 465-7. When 
foreclosure action does not automatically 
result in a deficiency judgment and there 
are other assets from which a substantial 
recovery can be made, the OGC will be 
requested by the State Director, on Form 
FmHA 465-7, to obtain such a judgment 
If legally permissible. No deficiency Judg¬ 
ment may be sought if the borrower has 
received a moratorium on payments as 
provided for in | 1861.10 when the mora¬ 
torium has previously been obtained on 
the section 502 or 504 RH loan being 
liquidated. 

(2> Appraisal report, additional in¬ 
structions and withdrawal of funds in 
supervised bank account . The State Di¬ 
rector will obtain a present market value 
appraisal report unless there is a cur¬ 
rent appraisal report that can be relied 
on for completing Form FmHA 465-7. 
Any additional Instructions and the case 
folder will be returned to the County 
Office. Also, when foreclosure is ap¬ 
proved, the State Director will include 
any title information or evidence of own¬ 
ership of water rights held in the State 
Office. Any order to the bank will be in¬ 
cluded for withdrawal of any funds re¬ 
maining in the supervised bank account. 

(3) Foreclosure not approved. It 
foreclosure is not approved, the State Di¬ 
rector will instruct the County Super¬ 
visor on Form FmHA 465-7 on future 
servicing of the account. The original of 
Form FmHA 465-7 win be forwarded to 
the County Supervisor, a copy retained 
In the State Office, and a copy sent to 
the District Director. 

(4) Actions after approval of fore¬ 
closure. When foreclosure action ts ap¬ 
proved, steps will be taken to consum¬ 
mate the foreclosure as follows: 

(i) Unused loan funds. Any funds re¬ 
maining in the supervised bank account 
wUl be refunded. 

(11) Statement of account. Form 
FmHA 451-10 will be forwarded to the 
Finance Office to obtain a statement of 
account when required for foreclosure 
action for each account to be included 
in the foreclosure and to request the 
Finance Office not to Issue any state¬ 
ments of account to the borrower or 
apply any payments to the account until 
further notice. 

(Hi) Issuance of acceleration notice. 
When an FmHA account is In monetary 
default the State Director will date. sign, 
and forward the acceleration notice, if 
he has not already issued one in accord¬ 
ance with i 1872.17(c), to the borrower 
with two conformed copies to the County 
Supervisor, and the case folder and any 
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necessary Instructions. For oil other 
types of default, the account will not be 
accelerated until review by the OGC. In 
such cases a State Supplement will be 
Issued to prescribe the information to be 
assembled and sent to OGC. When the 
borrower is in the Armed Forces of the 
United States the acceleration notice will 
not be prepared until clearance Is ob¬ 
tained from the OGC. A copy of Form 
FinHA 465-7 will be retained in the State 
Office and a copy will be forwarded to 
the District Director. Thereafter, except 
as otherwise provided in State Supple¬ 
ments, where state law requires accept¬ 
ances of defaulted installments after ac¬ 
celeration, the County Supervisor will not 
accept payment of less than the full 
amount of the indebtedness but will 
notify the State Director of any such of¬ 
fer and ask for instructions. 

(iv) Cancellation of foreclosure action. 
When it has been determined that fore¬ 
closure is warranted ana circumstances 
change which, in the opinion of the 
State Director, makes liquidation of the 
account unnecessary, he may stop the ac¬ 
tion or request OGC to stop it. If the ac¬ 
tion is stopped, the account will be rein¬ 
stated. The State and County Office rec¬ 
ords will be properly noted to Indicate 
the situation and the borrower will be 
informed. The Finance Office will be 
notified. The OGC also will be informed 
of the situation if it has been consulted. 

(v) Forwarding docket to the OGC and 
institution of foreclosure action. When 
the period provided by the acceleration 
notice expires, or. if one is not issued 
upon the advice of the OOC. the follow¬ 
ing action will be taken: 

<A> If a direct loan is involved, the 
State Director will request the Finance 
Office to send the original or conformed 
copy of the note as required by State 
Supplement to the County Office. If an 
insured loan is involved and the note Is 
not held by the insurance fund, or the 
County Office, the State Director will re¬ 
quest the Finance Office to have the note 
assigned to an insurance fund. The Fi¬ 
nance Office will send the original or 
conformed copy of the assigned note and 
related documents to the 8tate Director 
with instructions as to any necessary ac¬ 
tion In connection with the assignment. 

(B) The borrower’s case folder, in¬ 
cluding a conformed copy of each FmHA 
note and any assumption or cosigner 
agreements involved and such additional 
information and copies as appropriate 
will be forwarded by the State Director 
to the OGC for instructions to complete 
the foreclosure action. Also, title evi¬ 
dence required by OOC will be obtained 
and furnished to it at that time so that 
an opinion can be Issued as to whether 
the FmHA will obtain a title merchant¬ 
able in fact if it is the successful bidder. 

(C > Ordinarily, no curative action will 
be token with respect to title defects be¬ 
fore foreclosure sale. However, when for 
special reasons the State Director, with 
the advice of the OGC, determines it 
would be in the best Interest of the 
FmHA to cure certain defects before the 
foreclosure sale, the State Director may 
authorize the necessary curative action. 


<D) The expiration date of the prop¬ 
erty Insurance will be called to the at¬ 
tention of OGC so that office will be 
aware of the fact that an additional cost 
will be Incurred if the sale is not com¬ 
pleted before the expiration date of in¬ 
surance. A copy of the acceleration notice 
will be sent to the Finance Office. When 
it has been determined that a title mer¬ 
chantable In fact can be obtained, the 
OOC will advise the County Supervisor 
who will prepare and submit Standard 
Form 1034 to the Finance OQice for pay¬ 
ment of all real estate taxes and assess¬ 
ments including winter assessments which 
are due and payable. The OGC also will 
request the Finance Office to send it a 
current statement of account which re¬ 
flects the amount of vouchers It advised 
the County Supervisor to process in con¬ 
nection with the foreclosure. 

(E) The OGC will, except in Judicial 
foreclosure cases, route the docket 
through the State Office so any advertis¬ 
ing notices and other needed documents 
may be prepared, or signed by the State 
Director when necessary if they were 
prepared by OGC. 

(F) If the property is subject to re¬ 
demption rights under State law. the 
State Director, in Judicial foreclosure 
cases, will request through OOC that the 
provisions in the mortgage waiving the 
right of redemption be enforced. 

<Q> Title VI of the Civil Rights Act of 
1964 applies as long as any real property 
continues to be used for the same or sim¬ 
ilar purposes for which the Federal finan¬ 
cial assistance was extended. If the prop¬ 
erty being sold w f as subject to Title VI. 
the advertisement of foreclosure sale 
should include a statement that the pur¬ 
chaser will be required to sign Form 
FmHA 400-4. if he Intends to use the 
property for its original or similar pur¬ 
poses. 

<vi) Maximum bid. The State Director 
will establish the maximum amount of 
the FmHA bid. Such bid will be either the 
present market value of the security or 
gross investment, whichever is less. 

(A) In establishing the present market 
value, the State Director will consider (a) 
the effect that any outstanding mineral 
lights, easements, other Interests, or title 
defects will have on the resale of the 
property, (b) any prior liens that will re¬ 
main outstanding after the foreclosure 
sale, and *c> any other pertinent infor¬ 
mation affecting or indicating the value 
including the appraisal report. 

<B> Gross investment means the 
amount of the FmHA secured indebted¬ 
ness, including all advances made, or to 
be made, by the FmHA and charged to 
the mortgage debt before the foreclo¬ 
sure sale, plus the amount of any prior 
liens or other costs which the OGC ad¬ 
vises must be paid from proceeds of the 
foreclosure sale before payment of the 
FmHA mortgage debts. 

(vil) Bidding. The State Director or an 
employee designated by him Is authorized 
to bid on behalf of the FmHA. In appro¬ 
priate cases the State Director may re¬ 
quest that the U.8. Marshall be desig¬ 
nated. The State Director will inform the 
County Supervisor by memorandum as 
to the maximum amount to be bid and 


whether he or some other person is au¬ 
thorized to bid. A copy of this memo¬ 
randum will be sent to the OGC. Ordi¬ 
narily. the State Director will designate 
tiic County Supervisor to bid on behalf 
of the FmHA unless circumstances make 
it necessary or desirable to designate 
another person. In Judicial foreclosures, 
the OGC will Inform the U.S. Attorney 
of the maximum amount recommended 
by the FmHA to be bid and In appro¬ 
priate cases that an FmHA employee 
will be available at the sale to make the 
bid. The FmHA employee will make 
only one bid and that will be for the 
authorized maximum bid. This bid will 
be made when no other party makes a 
bid or when it appears that the bidding 
has slowed down and likely will stop 
and result in the property being sold for 
less than the authorized maximum bid. 

(vlii) Final Report on foreclosure sale. 
Immediately after a foreclosure sale at 
which the bidder on behalf of the FmHA 
is an FmHA employee, the County Su¬ 
pervisor will furnish the OGC with a 
copy to the State Director, a narrative 
statement giving complete information 
relative to the sale, Including a copy of 
Form FmHA 465-6 if sufficient informa¬ 
tion is available for completion of the 
form at that time. When the OGC re¬ 
ceives a report of a foreclosure sale, 
whether from FmHA or the U.S. Attor¬ 
ney, he will furnish the County Super¬ 
visor any necessary instructions for com¬ 
pleting the transactions and advise of 
any rights of the Government, consid¬ 
ering privileges provided by law and any 
other pertinent information. As soon as 
practicable, the OGC will also furnish 
the County Supervisor a final report on 
any acquired property. The final report 
will include instructions concerning any 
additional steps which should be taken 
to complete the transaction. A copy of 
this report will be forwarded to the State 
Director. 

(ix) Completion of Form FmHA 46S-6. 
If the FmHA is the successful bidder at 
the foreclosure sale. Form FmHA 465-6 
will be completed and fonvarded to the 
Finance Office by the County Supervisor 
as soon as all information necessary for 
completion of the form is available, ex¬ 
cept the date the Government acquired 
title to the property, without waiting for 
the final report of the OGC. The form 
will be dated as of the date of the sale. 

(x> Leases . If the sale is made subject 
to an agricultural, mineral, or other 
lease in which the lessor’s interest is 
acquired by the FmHA through the sale, 
the original or a copy of the lease will 
be submitted to the Finance Office with 
Form FmHA 465-0 for processing in ac¬ 
cordance with f 1872.19<b> (I0>. Any 
oral lease in effect at the time the Gov¬ 
ernment acquires the property will be 
reduced to writing using Form FmHA 
465-2 and its execution by the lessee will 
be obtained If possible. The County Su¬ 
pervisor will notify any lessee in writing 
that the Government has acquired the 
lessor’s rights under the lease and will 
direct the lessee to remit ail payments to 
the County Office. Payments to FmHA 
under a lease which by its terms were 
due and payable prior to the date of the 
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foreclosure sale will be applied first on 
any delinquency claim resulting from the 
foreclosure and then on any other FmHA 
claim against the borrower. Any surplus 
remaining will be remitted to the bor¬ 
rower. Payments due and payable to the 
FmHA after the date of foreclosure will 
be collected and forwarded to the Fi¬ 
nance Office as miscellaneous income. 
Receipts for collections made in accord¬ 
ance with this subpart will be issued to: 
“Lease proceeds from property formerly 
owned by (borrower's name and case 
number) and leased to (name of lessee)/' 
After a foreclosure sale Is held, if a re¬ 
demption period is involved, and the bor¬ 
rower has possession of the property dur¬ 
ing such period, or a right to lease pro¬ 
ceeds during the redemption period, a 
lease will not be obtained by the Govern¬ 
ment or be sent to the Finance Office 
until the redemption period has expired 
and the Government 1ms a right to such 
proceeds. 

<xi> Deficiency judgment. When a de¬ 
ficiency judgment is obtained, the ac¬ 
count will be classified as a Judgment 
case and the County Supervisor will send 
Form FmHA 456-20. “Notice of Judg¬ 
ment/’ to the Finance Office and the 
account will be serviced in accordance 
with Subpart B. Part 1871, Subchapter F 
of this Chapter. When action to obtain 
a deficiency judgment is pending at the 
time Form FmHA 466-6 is sent to the 
Finan ce Office, the fact that it Is pending 
will be Indicated on Form FmHA 466-6. 
When a deficiency Judgment is not to be 
obtained the case will be reclassified to 
collection only if the debt cannot be set¬ 
tled under the provisions of Part 1864, 
Subchapter E of this Chapter, and the 
requirements of FmHA regulations con¬ 
cerning case classifications. When a case 
Is to be reclassified to collection only. 
Forms FmHA 404-1 and FmHA 450-10 
will be forwarded to the Finance Office. 

(xii) Property insurance. Property in¬ 
surance will be handled in accordance 
with Subpart B, Part 1806, Subchapter A 
of this Chapter. 

§ 1872.21 Taking lien* on rral r»tntr a* 
additional acrurltj in wrvicing FmHA 
loan*. 

(a) Liens . In servicing FmHA loans, 
the best lien obtainable will be taken on 
any real estate owned by the borrower. 
Including any real estate which already 
serves as security for another loan. Nor¬ 
mally. the prior concurrence of the Dis¬ 
trict Director will be obtained. Such liens 
will be taken only when: 

(1) Inadequate security. Present secu¬ 
rity for the loan is not adequate to pro¬ 
tect the interests of the FmHA, and 

(2) Equity. The borrower has substan¬ 
tial equity in the real estate to be mort¬ 
gaged and it is determined that the tak¬ 
ing of such a mortgage will not prevent 
the making of an FmHA real estate loan, 
which may be needed in the foreseeable 
future. 

<b) Real estate. Before taking real es¬ 
tate as additional security for the FmHA 
loan the following items will be docu¬ 
mented in the running record: 

(1) Justification. The facts Justifying 
the taking of such real estate lien; 


(2) Value . A conservative estimate of 
the present market value of the real 
estate to be mortgaged (It will not be 
necessary to submit on appraisal of the 
property to be mortgaged.); 

(3) Description. A brief description of 
any existing liens on such property in¬ 
cluding the repayment terms and the un¬ 
paid balance on the debts secured by 
such existing liens, unless this is ac¬ 
curately reflected on a recent financial 
statement: and 

(4) Identification. The name of the 
title holder and how title of the prop¬ 
erty is held. (Title evidence need not be 
required.) 

(c) Security form. Each real estate 
lien taken os additional security for both 
FmHA direct and Insured loans will be 
taken on Form FmHA 427-l<State>, 

“Real Estate Mortgage for_" 

unless a State Supplement requires the 
use of a form of mortgage comparable 
to that which secures the existing loan<s> 
to be additionally secured. The notes evi¬ 
dencing both FmHA direct and insured 
loans for which the additional security 
will be taken will be described In the 
same mortgage. 

§ 1872.22 AuMgnmrnt of pronii«*ory 
notes and nraritr instrument* ont- 
tidr the program. 

The policy described in Subpart A, 
Part 1871, Subchapter P of this chapter 
assigning notes and security instruments 
to third parties will apply to all loans 
secured by real estate and when the State 
Director determines Jt is to the financial 
advantage of the Government or when 
the borrower has failed to refinance after 
an appropriate request. Payment of the 
FmHA debt in full will be collected and 
transmitted to the Finance Office at the 
time the assigned instruments are de¬ 
livered. For Insured loans, an assign¬ 
ment may be made on a non-insured 
basis after the note has been assigned 
to the insurance fund. The assignment 
will be effected on an assignment form 
furnished by the OGC which will Include 
provisions (1 > releasing the FmHA from 
liability as insurer, and (2) nullifying 
the provisions and covenants In the note 
and security instrument relating to the 
Government’s rights and obligations as 
Insurer and collection agent. The Gov¬ 
ernment's endorsement of the promis¬ 
sory note will be made without recourse. 
The State Director will execute the as¬ 
signment instruments unless he delegates 
authority to the County Supervisor in a 
State Supplement. At the time the as¬ 
signed Instruments arc delivered, the 
County Supervisor will write “Insurance 
Contract Cancelled’* across the face of 
the Government’s insurance endorsement 
and will sign and date such cancellation. 

g 1872.23 Cosigner*— It tiral Housing 

(Hll) I(MlVI*. 

A cosigner, as defined in 1 1822.3(e), 
Is personally liable for payment of the 
RH debt. The cosigner is not entitled to 
any interest In the security property or 
the rights of the borrower under the loan 
agreements or security instruments. 
However, he may pay the account in full 


and take any assignment of FmHA’s 
interest. 

<a> Transfer or other servicing ac¬ 
tion. In a case of a transfer, a cosigner 
may be given preference to assume the 
FmHA Indebtedness as either an eligible 
or Ineligible applicant, whichever is ap¬ 
propriate. Otherwise, the cosigner’s 
status does not make inapplicable any 
conditions or provisions required for 
transactions authorized in this subpart. 

<b) Substitution or replacement of co¬ 
signer. Any person, as determined by the 
County Supervisor, with ability to repay 
the RH loan in accordance with Its 
terms, may be substituted for the other 
party who is previously obligated as co¬ 
signer on the loan. The new cosigner 
will execute an agreement to pay the 
balance owed on the RH debt. This 
agreement will be made in consideration 
of the release of the existing cosigner 
from personal liability. The original of 
the new cosigner’s agreement will be at¬ 
tached to the original note and a copy 
will be attached to each copy of the note. 
The new agreement will be prepared by 
OGC. 

(c) Release of liability. A cosigner of 
an RH note may be released from per¬ 
sonal liability for the debt upon satis¬ 
factory substitution of a new cosigner. 
The release may be accomplished by 
modifying and using Form FmHA 465- 
8 with the advice of the OGC or on ap¬ 
propriate form prepared by the OOC. 

8 1872.24 SolitiUMion to National Of¬ 
fice of certain partial release, subor¬ 
dination, conaent, or other Iran tac¬ 
tions. 

The State Director may submit to the 
National Office for determination by the 
Administrator or his delegate any pro¬ 
posed transaction in which the condi¬ 
tions prescribed in the foregoing sub¬ 
parts for partial release, subordination, 
or consent by the FmHA cannot be sat¬ 
isfied. or any servicing action, that in 
the opinion of the State Director, is nec¬ 
essary for the protection of the Gov¬ 
ernment’s Interest. The State Director 
must determine that either the FmHA 
secured indebtedness remaining after 
the transaction will be adequately se¬ 
cured. or the Government’s security in¬ 
terest will net be adversely affected, and 
that the transaction and use of any pro¬ 
ceeds will further the purposes for which 
the loan was made, improve the borrow¬ 
er’s debt-paying ability, and permit nec¬ 
essary payment of reasonable costs and 
expenses incident to the transaction 
which the borrower is unable to pay 
from other sources. This Subpart Is pri¬ 
marily intended to be used for those 
cases in which the use of the proceeds 
would be necessary for the borrower to 
retain the farm or rural residence that 
otherwise usually could not be accom¬ 
plished. The State Director will submit 
to the National Office the full facts and 
justification for his recommendation 
and the County Office files. If the Na¬ 
tional Office approves the proposal, the 
returned material will, when legal as¬ 
sistance is needed, be submitted to OGC 
by the State Director for legal guidance 
in accomplishing the proposal. 
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§ 1872*25 State Supplements and refer¬ 
ence to the OGC. 

State Supplements will be prepared, 
with the advice of the OGC. as neces¬ 
sary. to carry out this Supplement, and 
forwarded to the National Office for 
prior approval. Whenever, In this Sup¬ 
plement. reference Is made to advice or 
approval of the OGC It Is contemplated 
that to the maximum extent possible the 
legal advice or approval may be stated 
in a general way whether Included In 
State Supplements, State Bulletins, or 
other statements or explanations, rather 
than by the submission of Individual 
matters to the OGC. It should be pos¬ 
sible under such a plan to procure the 
most efficient legal assistance in han¬ 
dling real estate security servicing 
transactions. 

g 1872.26 Rrclclcgation of authority. 

The State Director is authorized to 
rcdclegate in writing any authority 
delegated to the State Director in this 
Subpart to one or more of the follow¬ 
ing State Office employees: Chief, Rural 
Housing, Chief. Parmer Programs. 
Chief. Community Programs, Rural 
Housing Specialist: Parmer Programs 
Specialist; and Community Programs 
Specialist The State Director may also 
redelegate in writing to the Property 
Management Specialist the responsi¬ 
bility for carrying out liquidation ac¬ 
tions and management of security prop¬ 
erty for those cases where a determina¬ 
tion has been made that liquidation of 
a loan is necessary to protect the Gov¬ 
ernment's interest. 

g 1872.27 Nondiscrimination. 

Each instrument of conveyance for 
any transfer or foreclosure sale of real 
property subject to Title VI of the Civil 
Rights Act o*>1964 wUl contain the fol¬ 
lowing covenant: 

The property described herein was ob¬ 
tained or Improved through Federal financial 
assistance. Thti property In mbjcct to the 
provisions of Title VI of the Civil Righto 
Act of 1964 and the regulaUons issued pur¬ 
suant thereto for so long as the property 
continues Co be used for tho same or similar 
purposes for which the Federal financial as¬ 
sistance was extended. 

Date: December 30. 1974. 

Frank B. Elliott. 

Administrator, 

Farmers Home Administration . 

Xxivmrr A-Mcmomkocm or U no costa trout a 

Between Bureau or 8 Tost Fish rents and 

Wildlife and the Paiiios Home Admikxs- 

TSATUMf 

MEMORANDUM Or UNDERSTANDING BETWEEN 

BUREAU Or SPORT FISHERIES AND WILDLIFE 

AND THE FARMERS HOME ADMINISTRATION 

The purpose of this memorandum Is to 
simplify and facilitate the obtaining by the 
Bureau of Sport Fisheries and WUdltfc (Bu¬ 
reau) of subordination of mortgages held by 
tho Farmers Home Administration (PmHA) 


on lands with respect to which the Bureau 
obtains a “Conveyance of Easement for 
Waterfowl Management Rights' 4 (3 1916 Rev. 
AprU 1970). In order to socotnplteh this pur¬ 
pose It la agreed that: 

I. In each case In which the Bureau pro¬ 
poses to take an easement from a landowner 
who e land la subject to a mortgage held by 
PmHA and the Bureau's proposal is accept¬ 
able to the landowner, the Bureau will notify 
the local PmHA County Supervisor. The 
notification will show the amount of con¬ 
sideration to be offered for the easement and 
the legal description of the land to be af¬ 
fected by the easement. Where there are ex¬ 
isting drainage facilities on the land, the 
affected wetland areas that are to be ex¬ 
cluded from coverage by the easement will 
be outlined on a map and furnished to 
PmHA and the landowner. • 

2 Where a subordination agreement is 
required, tho PmHA County Supervisor will 
aflvtse the designated local official of the 
Bureau as to whether the consideration Is 
adequate from the standpoint of PmHA as 
mortgagee. 

3. Where a subordination Is required and 
the County Supervisor advices that the con¬ 
sideration ts adequate, said easement form 
will be amended by: Inserting at the end 
of the instrument the following: “In con¬ 
sideration of payment which Is determined 
to be adequate from the standpoint of the 
PmHA as mortgagee, for the foregoing ease¬ 
ment as provided in paragraph 6 thereof, the 
United States of America acting through 
PmHA hereby subordinates it mortgage 

dated ... recorded in Book ..... 

page ..... of the real estate records In 

_County. State of-- 

to said easement. 


Date 

United States of America 

By. -l 

PmHA County Supervisor 

4. Where a subordination Is not required 
of PmHA. bccauFc of a waiver of the need for 
a subordination by the United States Attor¬ 
ney General, the Bureau nevertheless will 
send a copy of the agreement and the check 
for the easement consideration, which will 
Include PmHA as a co-payee, to the PmHA 
County Supervisor 

6. In all cases where an PmHA mortgage 
Is Involved, the easement form will be 
amended by: Inserting at the end of para¬ 
graph 5 an additional sentence as follows: 
“The check for the easement consideration 
will be made payable to the Formers Home 
Administration (PmHA) and the landown¬ 
ers, as co-payees, and will be mailed to the 
PmHA to be applied to its mortgage unless 
applied on a prior mortgage debt or released 
for other use as permitted by PmHA regu¬ 
lations.'* 

6. Hie Bureau and PmHA will Issue such 
procedures or directives to their respective 
field offices as may be necessary to effectuate 
this memorandum of understanding. 

Date: September 14. 1967. 

A. V. Tu NISON, 

Acting Director, Bureau of 
Sport Fisheries and Wildlife. 

Date: August 29, 1967. 

Howard Bertsch. 

Administrator, 

Farmers Home Administration. 

|FR Doc.76-293 Plied 1-6-76:8:46 am] 


DEPARTMENT OF 
TRANSPORTATION 

National Highway Traffic Safety 
Administration 

[49 CFR Part 575] 

(Docket No 25: Notice 16| 

UNIFORM TIRE QUALITY GRADING 
SYSTEM 

Revision of Proposed Procod ure for Tiro 
Tread wear 

This notice revises the grade* and 
procedures concerning tire tread wear in 
tlie proposed Uniform Tire Quality 
Grading System. The Uniform Tire 
Quality Grading System was proposed In 
Its present form on June 14, 1974 (39 
FR 20808). A revision of the proposed 
tread wear test procedure was published 
on August 9,1974 (39 FR 28644). 

* The NHT3A has decided to propose 
further changes in the procedure on the 
basis of comments on the earlier pro¬ 
posals. agency tests which have been 
conducted since publication of the earl¬ 
ier proposals, and a reevaluatlon of cer¬ 
tain data on which the earlier proposals 
had been based. The tread wear test pro¬ 
cedure proposed on June 14. 1974. has 
generated substantial controversy, and 
the NHT8A brllcvcs the public Interest 
will be served if tentative agency con¬ 
clusions are made known to the public 
at this time in order that comments 
may be received on them and evaluated. 
The proposals issued by this notice should 
not be viewed as superseding the earlier 
proposals, but rather as alternatives to 
them which the agency is seriously con¬ 
sidering. 

Comments were received objecting to 
the proposed treadwear grading system 
on the basis that small differences In 
actual treadwear In the vicinity of grade 
boundaries would be mb represented os 
large differences due to the Implications 
of the predetermined grade categories. 
The NHTSA recognises the potential In¬ 
equity of LhLs “boundary effect," which 
Is intrinsically associated with any grad¬ 
ing scheme with relatively broad catego¬ 
ries. This agency Is also concerned that 
broad grade categories could in some 
cases have the effect of minimizing the 
desirable competitive Impact of the tire 
quality grading system if tires of sub¬ 
stantially differing treadwear perform¬ 
ance were grouped In the same grade. 
The NHTSA is therefore proposing in 
this notice that the grading system for 
treadwear be changed from six predeter¬ 
mined categories to a relatively continu¬ 
ous scale, on which the manufacturer 
would grade each tire with a two-digit 
number representing the tire's minimum 
projected mileage in thousands of mile* 
on the government course. No predeter¬ 
mined categories (except for the 1000- 
mile increments) would exist. 

This newly proposed grading scheme 
is similar to the previous one in that It 
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utilizes actual projected mileages as 
grades. Several of the manufacturers 
havo expressed In their comments a 
preference for a grading system that 
converts treadwear mileage results Into 
other grading measures, on the grounds 
that such mileages are misleading and 
create warranty obligations on the part 
of the manufacturer. The NHTSA re¬ 
jects this position. The label explaining 
the grades will fully disclaim any war¬ 
ranty. and it will be clear that no mile¬ 
age warranty Is intended. Consumers will 
bo Informed by the label that the mile¬ 
age grade Is the result of specific tests, 
and that Its value is as a comparison 
with other tires, not as an Indication or 
estimate of the mileage they will achieve 
In use. Consumers traditionally think in 
terms of Lire mileage when evaluating 
tire performance. Mileage grades are, 
therefore, in the view of NHTSA, the 
most appropriate way of expressing 
treadwear performance, and are most 
likely to achieve the goals of the tire 
quality grading system. 

Changes arc also proposed In the 
treadwear testing procedure. The. period 
for tire break-in would be extended to 
800 miles tn response to a recommenda¬ 
tion from the Japanese Automobile Tire 
Manufacturers Association. Tires will be 
rotated between axles after 400 miles, to 
produce equal exposure to wear on front 
and rear axles. Experiments performed 
by NHTSA (Brenner. F. C. and Kondo. 
A.. “Elements in the Hoad Evaluation of 
Tire Wear”, Tire Science and TechnoU 
ogy —Vol. 1. No. 1, Feb. 1973. pp. 17-31; 
entry no. 17—General Reference in this 
docket) Indicate that variations result¬ 
ing from axle differences are sufficiently 
significant to warrant compensation. 
Recommendations for a break-in period 
of 1600 miles, which would permit equal 
tire exposure to wear on each vehicle 
side, have not been adopted. The above- 
cited NHTSA experiments showed only 
an insignificant effect resulting from 
side differences. 

The NHTSA also proposes a modifica¬ 
tion of the method of calculating pro¬ 
jected mileages. The comments noted 
that standard industry procedures utilize 
an arithmetic mean of wear rates for 
each measurement period to establish an 
“overall wear rate,” which Is then extrap¬ 
olated to obtatn total projected mileage 
at wear-out. The NHTSA proposed in 
the June .14, 1974, notice the use of a 
geometric mean, on the basis of theoret¬ 
ical considerations deriving fsom the 
multiplicative rather than additive prop¬ 
erty of treadwear influence factors. The 
NHTSA has tentatively concluded, how¬ 
ever, that use of the geometric mean will 
present some practical problems. The 
geometric mean is sensitive to Inaccurate 
readings. Where the tread measurement 
for a particular mileage Increment does 
not show positive treadwear. as has oc¬ 
curred in some tests, using the geometric 
mean results in a projected infinite 
treadwear life. While such results obvi¬ 


ously reflect incorrect readings or inac¬ 
curate gauges, the likelihood of such 
readings, and the accompanying result 
of using the geometric mean, clearly re¬ 
duces the effectiveness of the procedure. 
At the same time, the NHTSA docs not 
view the use of an arithmetic mean, 
which has been suggested by industry, as 
an appropriate substitute. The arith¬ 
metic mean effectively depends upon 
only two data points, the original tread 
depth (after break-in) and the tread 
depth recorded at the conclusion of the 
test. Hence. Intermediate readings are 
not weighed, and the results are sensitive 
to end-point errors. In light of these 
problems, the NHTSA proposes in this 
notice* the use of the “least squares” 
method of calculation, as explained In on 
appendix to the regulation. This Is a 
common mathematical method of find¬ 
ing the line that “best fits” the data 
points derived from a sequence of meas¬ 
urements. This method will be used to 
establish a regression line having tread 
depth as its ordinate, and mileage after 
break-in as its abscissa. The method has 
the advantage of weighting all measure¬ 
ments and avoiding the problems Inher¬ 
ent in the arithmetric or geometric 
methods. 

The notice also modifies the proposed 
convoy test method to reduce as far as 
practicable the effects of uncontrolled 
variables associated with treadwear test¬ 
ing. In light of docket comments and 
NHTSA testing at San Angelo, Texas, the 
NHTSA has tentatively decided to limit 
test vehicles to those equipped only with 
rear-wheel drive, to limit convoy size to 
no more than four vehicles, and to re¬ 
position vehicles, within the convoy 
every 800 miles. Driver position within 
the convoy remains fixed, and each 
driver will thus drive each vehicle once 
every 3,200 miles. The limitation against 
front-wheel-drive vehicles will promote 
testing uniformity by eliminating one po¬ 
tential source of variability. The limita¬ 
tion to four convoy vehicles is Intended 
to reduce the “accordion effect” in tread¬ 
wear testing by promoting uniformity in 
driver action and. consequently, test re¬ 
sults. The rotation at 800-mile Incre¬ 
ments is intended to submit each tire to 
an equal “dose” of accordion effect. 

The NHTSA has tentatively adopted 
in this notice a suggestion made In sev¬ 
eral comments that treadwear measure¬ 
ments be made at six rather than ten 
points in each groove, as was proposed 
previously. Based upon recent tests con¬ 
ducted by the American Society for Test¬ 
ing and Materials, the NHTSA agrees 
that six measurements will be adequate. 
This will reduce the time and cost neces¬ 
sary for testing. 

The NHTSA also proposes modifica¬ 
tion of the part of the test procedure 
dealing with wheel alignment. As 
changed, the procedure is based on vehi¬ 
cle manufacturers' recommendations for 
wheel alignment at curb weight. The set¬ 
ting for the test would be the measure¬ 


ment taken after the vehicle Is loaded to 
its test weight, after being initially set to 
the vehicle manufacturer's specifications 
with the vehicle loaded to Its curb weight. 
The NHTSA has also Included a specifi¬ 
cation for rims for use on the convoy 
vehicles. This was Inadvertently omitted 
from the earlier proposals. As proposed 
herein, each convoy vehicle must bo 
equipped with a “test rim" as defined In 
Motor Vehicle Safety Standard No. 109 
(49 CFR 571.109), or any alternative rim 
listed for use with the tire in Appendix A 
of Standard No. 110 (49 CFR 571.110). 

Many comments that have been re¬ 
ceived hove recommended extending <he 
mileage of the treadwear test beyond the 
6,400 miles proposed. The arguments that 
have been presented ore to the effect that 
6,400 miles is insufficient to project ulti¬ 
mate tread life, particularly in the case 
of radial tires. To date, however, the data 
accumulated by NHTSA support the use 
of a 6.400-milc tread-wear test (plus 
break-in mileage) to determine ultimate 
tread life. In the absence of contrary data 
the NHTSA cannot justify any proposal 
to Increase test duration, which would 
also increase testing time. cost, and fuel 
consumption. The NHTSA will continue 
to consider all relevant information with 
respect to tills issue. 

In light of the above, the proposal to 
establish $ 575.194 “Uniform Tire Quality 
Grading System 1 ', in Title 49. Code of 
Federal Regulations, published in the 
Federal Register of June 14,1974 (39 FR 
20808), and amended August 9. 1974 (39 
FR 28644), Is revised as follows: 

1. Paragraph (d) and (e) are revised 
to road: 

6 575.10$ Uniform lire quality grading 
system. 

• • • • • 

(d) Requirements —(1) Information . 

(!)••• 

(B) Each tire, except a tire sold as 
original equipment on a new vehicle, 
shall have affixed to its tread surface in a 
manner such that it is not easily remov¬ 
able a label containing its grades and 
other information in the form illustrated 
In Figure 2. The treadwear grade attrib¬ 
uted to the tire shall be either imprinted 
or indelibly stamped on the label adja¬ 
cent to the description of the treadwear 
grade. The traction and high speed per¬ 
formance grades shall be Indelibly cir¬ 
cled. 

• • • • • 

(2) Performance —(i) Treadwear. Each 
tire shall be graded for treadwear per¬ 
formance with the w'ord “Treadwear” 
followed by a number of at least two 
digits representing its minimum adjusted 
projected mileage in thousands of miles 
when the tire is tested in accordance with 
the conditions and procedures specified 
In paragraph (e) of this section. 

• • • • • 

(e) Treadwear grading conditions and 
procedures . 
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( 1 ) • • • 

(iv) Wheel alignment is set as follows: 

(A) Load the vehicle to its curb weight* 

(B) Set the wheel alignment to the vc- 
hide manufacturer's specifications. 

(C) Load the vehicle os specified In 
paragraph (e)(2) (ill) and record the 
alignment setting at this load, and 

(D) Maintain this setting throughout 
the test In accordance with paragraph 
(c> (2) (vi) (D) of this section. 

(v) A test convoy consists of no more 
than four passenger cars, each having 
only rear-wheel drive. 

(vi) On each convoy vehicle, all tires 
arc mounted on identical rims: cither a 
“test rim" as defined with respect to that 
tire in paragraph 83 of 5 571.109 of this 
chapter (Standard No. 109), or other rim 
listed for use with that tire In Appendix 
A of 9 571.110 of this chapter (Standard 
No. 110) having a width within — 0+0.50 
Inches of the "test rim" width. 

(vii) Driver relative position in the 
convoy test U stationary regardless of 
vehicle rotation. 

( 2 ) • • • 

(iv) Subject candidate and standard 
tires to “break-in" by running the tires 
in convoy for two circuits of the test 
roadway (800 miles). At the end of 400 
miles, rotate each vehicle's tires by mov¬ 
ing each front tire to the same side of the 
rear axle and each rear tire to the oppo¬ 
site side of the front axle. 

(v) After break-in, allow the tires to 
cool to the inflation pressure specified in 
paragraph (e)(2)(H) of tills section: 
measure, to the nearest 0.001 inch, the 
tread depth of each candidate and stand¬ 
ard tire, avoiding treadwear indicators, 
at six equally spaced points in each 
groove: and for each tire compute the 
overall average of these measurements. 

(vl) Adjust wheel alignment, if neces¬ 
sary. to the setting recorded In accord¬ 
ance with paragraph (e) (1) (iv) (C) of 
this section; 

(vii) Drive the convoy on the test road¬ 
way for 6.400 miles. After each 800 miles: 

(A) Measure the average tread depth 
of each tire In accordance with para¬ 
graph <c)(2)(v) of tills section; 

<B) Rotate each vehicle's tires by^mov- 
lng each front tire to the same side of the 
rear axle and each rear tire to the oppo¬ 
site side of the front axle; 

(C) Rotate the vehicles In the convoy 
by moving the last vehicle to the lead 
position. Do not rotate driver position 
within the convoy; 

(D) Adjust wheel alignment, if neces¬ 
sary. to the setting recorded In accord¬ 
ance with paragraph (e)(lHlv)(C) of 
this section; 

(vlli) Determine the ad J as ted pro¬ 
jected mileage for each candidate tire 
as follows: 


(A) For each standard and candidate 
Urc in a convoy, using the average of the 
tread depth measurements obtained In 
accordance with paragraph (e) (2) (v) of 
this section and the corresponding mile¬ 
ages as data points, apply the method 
of least squares as described in Appendix 
A of this section to determine the esti¬ 
mated regression line of y on x given 
by the following formula: 


where: 

y_- average tread depth in mils; 

x — miles after break in; 

a-reference tread depth (y Intercept-of 
regression line) In mils, calculated using the 
method of least squares; and 

b--wear rate (the slope of the regression 
line) In mil a per 1000 miles calculated using 
the method of least squares. 

(B) Average the wear rates of the 
four standard tires as determined in ac¬ 
cordance with paragraph (e) (2) (vlli) (A) 
of this section. 

(C) Determine a course severity ad¬ 
justment factor by dividing the base 
course wear rate for the standard tire 
by the average wear rate for the four 
standard tires determined in accordance 
with paragraph (e) (2) (viii) (B) of this 
section. 

Not*: The base course wear rates for each 
of the three standard Urea will be deter¬ 
mined by the NHTSA on tho basis of test 
runs over the prescribed course with convoys 
using standard tires, under conditions and 
procedures set forth In this paragraph for 
treadwear grading. Precise base wear rates 
have not yet been determined, but It Is ex¬ 
pected that the approximate values for each 
standard Ure construction wUl be. 

Radial 4 (Goodyear Custom Steelgord)— 
7.0 mUs/1000 miles 

Bias Belted: (Oeneral Belted Jumbo 780)— 
8.5 mils/1000 mites 

Bias: (Firestone 500 PE)—12.5 mUe/1000 
miles 

<D) Determine the adjusted wear rate 
for each candidate tire by multiplying 
its wear rate determined in accordance 
with paragraph (A) by the course se¬ 
verity adjustment factor determined in 
accordance with paragraph (c) (2) (viil) 
(C) of this section. 

<E) Determine the adjusted projected 
mileage for each candidate Ure using the 
following formula: 

Adjusted projected mileage — 

1000 (a—02> 

-+800 

b' 

where: 

a— reference tread depth (y Intercept of 
regression line) for the candidate tire as 
determined In accordance with paragraph 
(e) (2) (vlli) (A) of this section. 

b' — the adjusted wear rate for the candi¬ 
date tire as determined in accordance with 
paragraph (e) (2) (vlU) (D) of this section. 

• • • • e 


2. Figure 2 is revised as follows: 

Ficus* 2 .—Dot Quality Graded 

ALL PASSENGER CAR TIRES MUST CONFORM TO 
FEDERAL SAFETY REQUIREMENT* IN ADDITION 
TO THESE CRADES 

Treadwear The treadwear grades rep¬ 
resent the projected mini¬ 
mum life, in thousands of 
miles, of the tire on a speci¬ 
fied government test course 
For example, a tire graded 
25 would achieve a projected 
mileage of at least 25,000 
miles bn the government 
course. THESE FIGURES DO 
NOT REPRESENT THE AC¬ 
TUAL MILEAGES THAT 
WILL BE ACHIEVED IN 
USE, AND SHOULD BE USED 
ONLY FOR COMPARING 
ONE TIRE WITH ANOTHER. 

Traction The traction grades are 
• • • • • • |tlxo highest), • •, 

• • and •. and represent the 

• tire's ability to stop on wet 

0 pavements as measured on 

asphalt and concrete tent 
surface. A Ure marked 0 Tor 
traction is ungraded, and. 
may have poor traction 
performance. 

High speed Tho high speed perform- 
performance ance grades are A (Uie 
A highest). B, and C. repreaont- 

B ing the tire's resistance to 

O heat and its ability to dis¬ 

sipate heat. Heat can result 
from speed, outside tempera¬ 
ture. improper inflatlDn, and 
other factors. Sustained 
high heat can cause the ma¬ 
terial of the tire to degener¬ 
ate and reduce tire life, and 
excessive heat can lead to 
sudden tire failure. The 
grade C represents the re¬ 
sistance to heat which all 
passenger car tires must 
meet under the Federal 
motor vehicle safety stand¬ 
ards. Grades B and A repre¬ 
sent higher levels of per¬ 
formance than the mini¬ 
mum required by law. 

3. An Appendix A la added to read: 

Amxba A 


Mirnioo or least squares 

The method of least squares Is a method of 
calculation by which It is possible to obtain 
a reliable estimate of the best algebraic rela¬ 
tionship from a set of data which Involve 
random error. The method may be used to 
establish a regression line of y on x that mini¬ 
mizes the sum of the squares of the vertical 
deviations of the measured data points from 
the line. The regression line Is consequently 
described as tho line of "best fit” to the data 
points. It Is described In terms of its stupe 
and 1U "y" intercept. 

The following graph depicts a regression 
line calculated using the least squares 
method from data collected from a hypothet¬ 
ical treadwear test of 0.400 miles, with tread 
depth measurements made at every 800 miles. 
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In tbla graph, Xj, (Jt=0. 1. • . . 8) ar* 
the individual data polnU reprenenting the 
tread depth measufomcuta (the overall aver¬ 
age for the tire with 6 measurements in each 
tire groove) at the beginning of the teet 
(after break-in) and at the cud of each 800- 
mlle segment of the teat. 

The slope of the regression line is an esti¬ 
mate of the mils of tread worn per 1000 
miles, and la calculated by the following 
formula: 



The M y“ Intercept of the regression line 
(a) In mils U calculated by tho following 
formula: 


action will be treated as suggestions for 
future rulcmaking. The NHTSA will con¬ 
tinue to file relevant material as it be¬ 
comes available in the docket after the 
closing date, and it is recommended that 
interested persons continue to examine 
the docket for new material. 

Comment closing date: February 3. 
1975. 

Proposed effective date* May 1, 1975. 

(Sacs. 103. 112. 110. 201. 203. Pub. L. 89 563. 
80 Stat. 718 (15 UJ3.C. 1302. 1401. 1407. 1421. 
1423); delegation* of authority at 40 CFR 
1.51 and 40 CFR 501.8) 

Issued on December 27.1974. 

Andrew O. Detrick. 

Acting Associate Administrator . 

Motor Vehicle Programs. 




1000 


Interested persons are Invited to sub¬ 
mit comments on the proposal. Com¬ 
ments should refer to the docket num¬ 
ber and be submitted to: Docket Section. 
National Highway Traffic Safety Admin¬ 
istration. Room 5108. 400 Seventh Street. 
S.W., Washington. D.C. 20590. It Is re¬ 
quested but not required that 10 copies 
be submitted. 

All comments received before the close 
of business on the comment closing date 
indicated below will be considered, and 
will be available for examination in the 
docket at the above address both before 
and after that date. To the extent pos¬ 
sible, comments filed after the closing 
date will also be considered. However, 
the rulemaking action may proceed at 
any time after that date, and comments 
received after the closing date and too 
late for consideration in regard to the 


(FR Doc.75 -220 Filed 1-8-75:8:45 ami 


ENVIRONMENTAL PROTECTION 
AGENCY 
[40 CFR Part 180] 

|FRL 316-41 

TOLERANCES AND EXEMPTIONS FROM 
TOLERANCES FOR PESTICIDE CHEM¬ 
ICALS IN OR ON RAW AGRICULTURAL 
COMMODITIES 

Chlorothatonil; Proposed Tolerance 

Dr. C. C. Compton. Interregional Re¬ 
search Project No. 4. State Agricultural 
Experiment Station. Rutgers University, 
New Brunswick, NJ 08903. on behalf of 
the IR~4 Technical Committee and the 
Agricultural Experiment Stations of New 
York and Michigan submitted a petition 
(PP 4E1502) proposing establishment of 
tolerances for combined residues of the 
fungicide chlorothalonil (tctrachlorofoo- 
phUialonitrlic) and its metabolite 4-hy¬ 
droxy - 2,5.6 - trichlorolsophthalonltrile 
in or on the raw agricultural commodities 


green onions at 5.0 parts per million and 
dry bulb onions at 0.5 port per million. 

Eased on consideration given data sub¬ 
mitted in the petition and other relevant 
material, it is concluded that: 

1. The fungicide is useful for the pur¬ 
pose for which the tolerances are pro¬ 
posed. 

2. There Is no reasonable expectation 
of residues in eggs, meat, milk, or poultry, 
and $ 180.6(a)(3) applies. 

3. The proposed tolerances will protect 
the public health. 

Therefore, pursuant to provisions of the 
Federal Food. Drug, and Cosmetic Act 
(sec. 408(e), 68 Stat. 514; 21 U.S.C. 346a 
(e)), it Is proposed that 4 180.275 be 
amended by (a) revising the heading, the 
Introductory paragraph, and the para¬ 
graph M 5 parts per million • • •" and (b) 
by inserting the new paragraph “0.5 parts 
per million* * •" after the paragraph 
*T port per million • • as follows: 

§ 180.275 Qilorotluilonil; tolerance* for 
, residue*. 

Tolerances are established for com¬ 
bined residues of the fungicide chloro¬ 
thalonil (tetrachloroisophthalonltrile) 
and its metabolite 4-hydroxy-2,5,6- 
trichloroisophthalonltrile in or on raw 
agricultural commodities as follows: 

5 parts per million In or on broccoli, 
brussels sprouts, cabbage, cauliflower, 
cucumbers, melons, onions (green), 
pumpkins, snap beans, squash (summer 
and winter), and tomatoes. 

■ • • • • 

0.5 part per million in or on onions 
(dry bulb). 

• • • a • 

Any person who lias registered or sub¬ 
mitted an application for the registration 
of a pesticide under the Federal Insec¬ 
ticide. Fungicide, and Rodentlcide Act 
containing any of the Ingredients listed 
herein may request, on or before Febru¬ 
ary 6,1975. that this proposal be referred 
to an advisory committee in accordance 
with section 408(e) of the Federal Food, 
Drug, ond Cosmetic Act. 

Interested persons are invited to sub¬ 
mit written comments with reference to 
this notice to the Federal Register Sec¬ 
tion, Technical Services Division (WH- 
569). Office of Pesticide Programs. En¬ 
vironmental Protection Agency, Room 
421 East Tower. 401 M Street. 8W, 
Washington, D.C. 20460. Three copies of 
the comments should be submitted to 
facilitate the work of the Environmental 
Protection Agency and others interested 
in inspecting the documents. The com¬ 
ments must be received on or before 
February 6.1975 and should bear a nota¬ 
tion Indicating the subject. All written 
comments filed pursuant to this notice 
will be available for public inspection in 
the office of the Federal Register from 
8:30 a.in. to 4 p.m. Monday through 
Friday. 

Date: December 23.1974 

John B. Ritch, Jr., 
Director . Registration Division. 

IFR Doc.75-400 Filed 1-6-76:8:45 ami 
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FEDERAL HOME LOAN BANK BOARD 

| No. 74-14201 

[ 12 CFR Parts 523. 524, 525, 526 and 
532] 

FEDERAL HOME LOAN BANK SYSTEM 

Proposed Amendments Relating to Gold 
December 3, 1974. 

The following summary of the amend¬ 
ments proposed by this resolution U 
provided for the reader’s convenience 
and is subject to the full explanation in 
the following preamble and to the spe¬ 
cific provisions of the proposed regula¬ 
tions. 

I. Present Regulations. 

None. 

II. Proposed Regulations. 

A. Liquidity. 

1. Gold would not be considered 
“cash”. 

2. Gold-related general obligations of 
States and their subdivisions would not 
be considered liquid assets. 

B. Federal Home Loan Banks. 

1. FHL Banks could not have any in¬ 
volvement with gold or gold-related in¬ 
struments. 

C. Advances. 

1. Gold and gold-related instruments 
would be ineligible as collateral for ad¬ 
vances. 

D. Advertising Rates of Return. 

1. No advertisement could state that 
Interest is payable in: 

a. gold. 

b. gold-related instruments, or 

c. an amount of money determined in 
a manner involving gold. 

E. Effect and Interpretation of 31 
UB.C. 9 463 (Board Ruling). 

1. 31 UB.C. § 463 provides that con¬ 
tracts requiring payment in gold are 
against public policy. 

2. The Board is of the view that 31 
U.S.C. 5 463 remains in effect. 

3. The Board interprets 31 UJ3.C. 5 463 
(a) as prohibiting the payment of inter¬ 
est or principal in: 

a. gold. 

b. gold-related instruments, or 

c. an amount of money determined in 
a manner involving gold. 

III. Reason for Proposed Amend¬ 
ments. 

A. Enactment of Pub. L. 93-373. 

As a result of the enactment of 
Pub. L. 93-373 and after consulting with 
the other Federal financial regulatory 
agencies, the Federal Home Loan Bank 
Board considers it desirable to propose 
amendments to Parts 523. 524. 525 and 
526 of the Regulations for t he F ederal 
Home Loan Bank System (12 CFR Parts 
523. 524, 525 and 526) and to add a new 
Part 532 thereto (12 CFR Part 532). 
Pub. L. 93-373 states In effect that no 
provision of any law in effect on Sep¬ 
tember 31. 1973. and no rule, regulation 
or order in effect on December 31, 1974 
“may be construed to prohibit any per¬ 
son from purchasing, holding, selling, 
or otherwise dealing with gold In the 
United States or abroad.** 

Part 523—which, inter alia, sets forth 
liquidity requirements applicable to 
Institutions which are members of the 
Federal Home Loan Bank System— 


would 5e amended by revising || 523.10 
(a) and 533.10(g) <6> thereof. Section 
523.10(a) defines the term “cash**. In 
connection with the liquidity require¬ 
ments imposed by Part 523. to mean 
“cash on hand and unrledged demand 
deposits in a Federal Home Loan Bank, 
an Insured bank, or the Bank for Savings 
and Loan Associations, Chicago. Illi¬ 
nois/* Section 523.10(a) would be 
amended by adding the following sen¬ 
tence thereto: “ftlhe term ‘cash* does 
not include .gold In any form.** Section 
523.10(g) defines the term “liquid as¬ 
sets** to include “general obligations 
(Including such obligations held subject 
to a repurchase agreement) of any State, 
territory, or possession of the United 
States, or political subdivision of any of 
the foregoing'* If such obligations have 
been given a certain minimum rating 
by a nationally recognized rating serv¬ 
ice and have remaining periods to ma¬ 
turity of not more than two years The 
description in 9 523.10(g) ( 6 ) of the 
types of general obligations which will 
be considered liquid assets in connection 
with the liquidity requirements imposed 
by Part 523 would be amended to exclude 
general obligations which arc •‘gold- 
related.*’ 

Part 524. captioned “Operations of the 
Banks’*, would be amended by adding a 
new $ 524.14 thereto. Said new 5 524.14 
would provide that (notwithstanding any 
other provision of Part 524) “no Bank 
may engage, as trustee or otherwise, in 
any transaction or activity involving gold 
(Including any type of gold coin) or gold- 
related instruments or securities, includ¬ 
ing buying, holding, selling or otherwise 
dealing with gold or gold-related Instru¬ 
ments or securities/' The Board believes 
that proposed new 9 524.14 is consistent 
with Pub. L. 93-373. If the Federal Home 
Loon Bank Act (12 U.S.C. 1421 et seq.) 
docs not authorize Federal Home Loon 
Banks to deal with gold and If Pub. L. 93- 
373 does not contain any authorization 
for them to deal with gold, then the 
Board lacks statutory authority to per¬ 
mit Federal Home Loon Banks to deal 
with gold. On the other hand, if the Fed¬ 
eral Home Loan Bank Act authorizes 
Federal Home Loan Banks to deal with 
gold, or if Pub. L. 93-373 authorizes them 
to deal with gold, then the Board be¬ 
lieves that either authorization Is subject 
to the Board's regulatory authority under 
sections 12 and 17 of the Federal Home 
Loan Bank Act. 

Part 525. captioned “Advances**, would 
be amended by adding a new f 525.7 
thereto. Said new I 525.7 would provide 
that (notwithstanding any other provi¬ 
sion of Part 525) no Bank may (1) make 
an advance to a member institution se¬ 
cured by gold or gold-related instru¬ 
ments or securities, or (2) accept gold or 
gold-related instruments or securities 
from a member institution as security for 
any obligation. 

Part 526, captioned “Limitations on 
Rate of Return*’, would be amended by 
revising } 526.6 thereof, captioned “Ad¬ 
vertising of interest or dividends on sav¬ 
ings accounts.” 8aid 5 526.6 provides that 
every advertisement, announcement, or 
solicitation relating to interest or divi¬ 


dends paid on savings accounts in mem¬ 
ber institutions shall be governed by 
eight rules. A new ninth rule (new 
9 526.6<l>) would provide that no such 
advertisement, announcement or solici¬ 
tation may state that all or any portion 
of the interest or dividends on any type 
of savings account is payable* (1) in gold 
(including any type of gold coin), <2) in 
gold-related instruments or securities, or 
(3) in an amount of money determined 
in any manner involving or having ref¬ 
erence to gold. The third of these provi¬ 
sions would prohibit member Institutions 
from, for example, advertising the pay¬ 
ment of an interest rate to be determined 
by the price of gold on the date such in¬ 
terest was due. 

New Part 532 would set forth Board 
Rulings made under the Federal Home 
Loan Bank Act 02 UB.C. 9 1421 ct seq.). 
New 9 532.1 of said Part 532 would (1) 
set forth the Board's view with respect to 
the present applicability of 31 U.S.C. 463, 
and (2) interpret 31 U.S.C. 463 with 
respect to savings accounts in member 
Institutions., 

Sections 442 and 443 of Title 31 of the 
United States Code prohibit the acqui¬ 
sition or use of gold except pursuant to 
Treasury Department license and pro¬ 
vide for the forfeiture of any gold ac¬ 
quired or used in violation of law. Pub. 
L. 93-373 revokes 31 U.S.C. 99 442 and 
443 effective December 31. 1974. but does 
not mention 31 U.S.C. 9 463—the so- 
called Gold Clause Resolution of 1933. 
Section 463(a) provides, in port, that 
“ielvery provision contained in or made 
with respect to any obligation which 
purports to give the obligee a right to 
require payment in gold or a particular 
kind of coin or currency, or in an amount 
of money of the United States measured 
thereby, is declared to be against public 
policy; and no such provision shall be 
contained in or made with respect to any 
obligation I incurred after June 5,19331/* 
The Board believes that there Is no in¬ 
consistency between private owner¬ 
ship of gold and the Gold Clause Reso¬ 
lution and Is of the view that 31 U.S.C. 
9 463 remains in effect notwithstand¬ 
ing the enactment of 93-373. This view 
Is shared by the Department of the 
Treasury. 

As applied to institutions which are 
members of the Federal Home Loan 
Bank System, the Board interprets 31 
UjS.C. I 463 as prohibiting the payment 
in gold (Including any type of gold coin) 
or gold-rc'atcd instruments or secu¬ 
rities of nil or any portion of the interest, 
dividends or princlpsl with respect to any 
type of savings account in a member 
institution. The Board also interprets 31 
U.S.C. 9 463 as prohibiting the payment 
of such interest, dividends or principal 
In an amount of money determined in 
any manner involving or having refer¬ 
ence to gold. 

Accordingly, the Board hereby pro¬ 
poses <1> to amend Subchapter B by 
adding a new Part 532 thereto, and <2> 
to amend Part 523 by revising 9 523.10 
thereof, Part 524 by adding ^ new 
1 524.14 thereto. Part 525 by adding a 
new' 9 525.7 thereto and Part 526 by revis¬ 
ing 9 526.6 thereof, as set forth below. 
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Interested persona are invited to sub¬ 
mit written data, views and arguments 
to the Office of the Secretary. Federal 
Home Loan Bank Board. 320 First Street. 
NW., Washington. D C.. 20552. by Janu¬ 
ary 22. 1975. as to whether this proposal 
should be adopted, rejected, or modified. 
Written material submitted will be avail¬ 
able for public inspection at the above 
address unless confidential treatment is 
requested or the material would not be 
made available to the public or otherwise 
disclosed under 5 505.6 of the General 
Regulations of the Federal Homo Loan 
Bank Board (12 CFR 505.6). 

§ 523.10 Definition*. 

For the purposes of this section. 

5 523.11 and 8 523.12: 

(а) The term “cash" means cash on 
hand and unpledged demand deposits in 
a Federal Home Loan Bank, an insured 
bank, or the Bank for Savings and Loan 
Associations, Chicago. Illinois. The term 
"cash” does not include gold in any form. 

• • • • • 

<g> Prior to January 1. 1972. the terra 
"liquid assets” means the total of cash, 
accrued Interest on unpledged assets 
which qualify as liquid assets under this 
paragraph, or would so qualify except 
for their maturities, and the book value 
of unpledged assets specified in subpar¬ 
agraphs (1) through (6) of this para¬ 
graph. without regard to the proviso 
contained in subparagraph (2) of this 
paragraph. Beginning on January 1. 
1972. the term "liquid assets" means the 
total of cash, accrued Interest on un¬ 
pledged assets which qualify as liquid 
assets under this paragraph, or would so 
qualify except for their maturities, and 
the book value of the following un¬ 
pledged assets: 

• • • • • 

(б) general obligations (including 
such obligations held subject to a repur¬ 
chase agreement), other than gold-re¬ 
lated obligations, of any State, territory, 
or possession of the United States, or po¬ 
litical subdivision of any of the forego¬ 
ing. If: 

• • • • • 

§ 521.14 Cold and gold-related tran*ar- 
lion*. 

Notwithstanding any other provision 
of this Part, no Bank may engage, as 
trustee or otherwise, in any transaction 
or activity lnvomng gold (including any 
type of gold coin) or gold-related Instru¬ 
ments or securities, including buying, 
holding, selling or otherwise dealing with 
gold or gold-related instruments or secu¬ 
rities. 

• • • • • 

§ 525.7 Cold and cold-related securities 
ineligible a* collateral. 

Notwithstanding any other provision 
of this Part, no Bank may (a) make an 
advance to a member institution which 
is secured by gold or gold-related instru¬ 
ments or securities, or (b) accept gold 
or gold-related instruments or securities 
from a member institution as security 
for any obligation. 


§ 526.6 Advertising of intercut or divi¬ 
dend*. 

Every advertisement, announcement, 
or solicitation relating to the interest or 
dividends paid on savings accounts In 
member institutions shall be governed 
by the following rules: 

• • • • • 

(1) No such advertisement, announce¬ 
ment, or solicitation shall state that all 
or any portion of the Interest or divi¬ 
dends on any type of savings account 
Is payable in gold (including any type 
of gold coin). In gold-related Instruments 
or securities, or in an amount of money 
determined in any manner Involving or 
having reference to gold. 


PART 532—BOARD RULINGS 

§ 532.1 Payment in gold or it« equiva¬ 
lent. 

31 US.C. 1 463(a) provides, In part, 
that "leivery provision contained in or 
made with respect to any obligation 
which purports to give the obligee a right 
to require payment in gold or a partic¬ 
ular kind of coin or currency, or in an 
amount of money of the United States 
measured thereby, is declared to be 
against public policy: and no such pro¬ 
vision shall be contained in or made with 
respect to any obligation (Incurred after 
June 5. 19331." The Board is of the view 
that 31 U.S.C. 1 463 remains in effect 
notwithstanding that Public Law 93-373 
Invalidated laws prohibiting persons from 
purchasing, holding, selling, or otherwise 
dealing with gold, effective December 31, 
1974. The Board interprets 31 U.S.C. 
4 463 as prohibiting the payment In gold 
(Including any type of gold coin) or 
gold-related instruments or securities of 
all or any portion of the interest, divi¬ 
dends or principal with respect to any 
type of savings account in a member 
institution. The Board also interprets 
31 U.S.C. $ 463 as prohibiting the pay¬ 
ment of such interest, dividends or prin¬ 
cipal in an amount of money determined 
In any manner involving or having refer¬ 
ence to gold. 

(Secs. 5A. 5B. 10, 11. 12. 17, 47 8Ut. 727, 731. 
733. 735, 736. as amended; 12 US.C. 1425a, 
1430, 1431. 1432, 1437. Reorg. Plan No. 3 of 
1047, 12 FR 4981, 3 CFR, 1043-48 Comp, 
p.1071) 

By the Federal Home Loan Bank 
Board. 

[seal] Grenville L. Millard. Jr„ 
Assistant Secretary. 

|FR Doc.75-414 Filed 1-0-75:8:45 am] 


(No. 74-14221 

[ 12 CFR Parts 545 and 556 ] 
FEDERAL SAVINGS AND LOAN SYSTEM 
Proposed Amendments Relating to Gold 

December 3. 1974. 

The following summary or the amend¬ 
ments proposed by this Resolution Is 
provided for the reader's convenience 
and is subject to the full description In 
the preamble as well as the specific 
provisions in the insulations. 


I. Present Regulations. 

None. 

n. Proposed Regulations. 

A. Federal Associations. 

1. Federal associations could not en¬ 
gage In any transaction involving gold 
or gold-related Instruments. 

B. Service Corporations in which Fed- 
erais May Invest. 

1. Federal associations should not in¬ 
vest in any service corporation which 
engages in transactions Involving gold 
or gold-related Instruments because 
gold-related transactions are not pre¬ 
approved and service corporation ap¬ 
plications to engage in such transactions 
will not be approved. (Statement of 
Policy), 

HI. Reason for Proposed Amend¬ 
ments. 

1. Enactment of PubX». 93-373. 

As a result of the enactment of Pub. L. 
93-373 and after consulting with the 
other Federal financial regulatory agen¬ 
cies, the Federal Home Loan Bank 
Board considers It desirable to propose 
amendments to Parts 545 and 556 of 
the rules and regulations for the Fed¬ 
eral Savings and Loan System (12 CFR 
Parts 545 and 556). FHib. L. 93-373 states 
In effect that no provision of any law 
In effect on September 21, 1973, and no 
rule, regulation or ordeT in effect on 
December 31, 1974 "may be construed 
to prohibit any person from purchasing, 
holding, selling, or otherwlre dealing 
with gold In the United States or 
abroad." 

Part 545 would be amended by adding 
a new 4 545.11-1 thereto. Said new 
4 545.11-1 would provide that "(nlo 
Federal association may engage In any 
transaction or activity involving gold 
(including any type of gold coin) or 
gold-related instruments or securities. 
Including buying, holding, selling or 
otherwise dealing with gold or gold- 
related instruments or securities." The 
Board believes that proposed new 
4 545.11-1 is consistent with Pub. L. 93- 
373. If the Home Owners’ Loan Act of 
1933 (12 U.S.C. 4 1461 ct seq.) docs not 
authorize Federal associations to deal 
with gold and If Pub. L. 93-373 does not 
contain any authorization for Federal 
associations to deal with gold, then the 
Board lacks statutory authority to per¬ 
mit Federal associations to deal with 
gold. On the other hand, if the Home 
Owners’ Loan Act authorizes Federal as¬ 
sociations to deal with gold, or If Pub. L. 
93-373 authorizes them to deal with gold, 
then the Board believes that either au¬ 
thorization is subject to the Board’s gen¬ 
eral regulatory authority under section 
5(a) of the Home Owners* Loan Act 

Part 556, captioned "Statements of 
Policy", would be amended by adding a 
new 4 556.7 thereto, captioned "Service 
corporation involvement with gold or 
gold-related transactions." Said new 
4 556.7 would point out that 4 545.9-1 au¬ 
thorizes Federal associations to Invest in 
service corporations which engage in cer¬ 
tain preapproved activities and any other 
activities which the Board approves on 
application. Section 556.7 would then 
state that Federal associations should 
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not Invest or maintain an Investment In 
a service corporation IX such service cor¬ 
poration engages in any transaction or 
activity involving gold (Including any 
type of gold coin > or gold-related instru¬ 
ments or securities, including buying, 
holding, selling or otherwise dealing with 
gold or gold-related Instruments or se¬ 
curities. Federal associations should re¬ 
frain from investing or maintaining an 
investment in such service corporations 
because engaging in such transactions or 
activities is not presently preapproved 
and the Board will not approve an appli¬ 
cation to engage in any such transaction 
or activity. 

Accordingly, the Federal Home Loon 
Bank Board hereby proposes to amend 
Part 545 by adding a new 4 545.11-1 
thereto and to amend Part 556 by adding 
a new 4 556.7 thereto, as set forth below. 

Interested persons are invited to sub¬ 
mit written data, views and arguments 
to the Office of the Secretary. Federal 
Home Loan Bank Board. 320 First Street 
NW,. Washington. DC. 20552, by Jan¬ 
uary 22, 1975. as to whether this proposal 
should be adopted, rejected or modified. 
Written material submitted will be avail¬ 
able for public inspection at the above 
address unless confidential treatment is 
requested or the material would not be 
mode available to the public or other¬ 
wise disclosed under 4 505.6 of the gen¬ 
eral regulations of t he F ederal Home 
Loan Bank Board <12 CFR 505.6). 

§ 515.11—1 Gold nnd gold-related trans* 
actions. 

No Federal association shall engage In 
any transaction or activity involving gold 
(including any type of gold coin) or gold- 
related Instruments or securities, includ¬ 
ing buying, holding, selling or otherwise 
dealing with gold or gold-related in¬ 
struments or securities. 

9 556.7 .Wire corporation involvement 
*itls gold or gold-related transac¬ 
tion*. 

Section 545.9-1 authorizes Federal as¬ 
sociations to invest In service corpora¬ 
tions engaging in certain preapproved 
activities and any other activities which 
the Board approves upon application. 
Federal associations should not Invest or 
maintain an investment in a service 
corporation if such service corporation 
engages in any transaction or activity in¬ 
volving gold (including any type of gold 
coin) or gold-related instruments or se¬ 
curities. including buying, holding, sell¬ 
ing or otherwise dealing with gold or 
gold-related Instruments or securities, 
because engaging in such transactions or 
activities Is not presently preapproved 
and the Board will not approve an appli¬ 
cation to engage in any such transaction 
or activity. 

(8cc. 5. 48 8tat.. 132. as amended: <12 U.S.C. 
I 1404). Reorg Plan No. 3 of 1947, 12 PR 4981, 
3 CFR, 1943-48 Comp . p. 1071) 

TsealI 

By tile Federal Home Loan Bank 
Board. 

I seal 1 Grenville L. Millard, Jr., 

Assistant Secretary . 

I PR Doc.75-415 Filed 1-6-75:8:45 am] 


| No. 74-1421] 

[ 12 CFR Parts 571 and 588 ] 

FEOERAL SAVINGS AND LOAN INSUR¬ 
ANCE CORPORATION; SAVINGS AND 

LOAN HOLDING COMPANIES 

Proposed Amendments Relating to Gold 

December 3.1974. 

The following summary of the amend¬ 
ments proposed by this Resolution is 
provided for the reader’s convenience 
and Is subject to the full discussion in the 
following preamble and to the specific 
provisions of the regulations. 

I. Present Regulations. 

None. 

II. Proposed Regulations. 

A. State-chartered Insured Institu¬ 
tions and Their Service Corporations. 
<Statement of Policy). 

1. The authority to deal with gold 
primarily is a matter of State law. 

2. The Corporation will carefully 
scrutinize those institutions and service 
corporations which engage In transac¬ 
tions involving gold or gold-related in¬ 
struments. 

3. The Corporation will regulate or 
prohibit any such transaction which it 
determines to be unsafe or unsound. 

B. Multiple Holding Companies. 
(Statement of Policy). 

1. The Corporation will not approve 
applications by multiple holding com¬ 
panies or certain subsidiaries thereof to 
engage in transactions involving gold or 
gold-related Instruments. 

III. Reason for Proposed Amendments. 

A. Enactment of Pub. L. 93-373. 

As a result of the enactment of Pub. 
L. 93-373 and after consulting with the 
other Federal financial regulatory agen¬ 
cies. the Federal Home Loan Bank Board 
considers it desirable to propose amend¬ 
ments to Part 571 of the Rules and regu¬ 
lations for Insurance of Accounts and to 
propose the addition of a new Part 588 
to the Regulations for Sa vings and Loan 
Holding Companies <12 CFR Part 571 
and 588). Public Law 93-373 states in 
effect that no provision of any law In 
effect on September St, 1973, and no rule, 
regulation or order in effect on Decem¬ 
ber 31, 1974 “may be construed to pro¬ 
hibit any person from purchasing, 
holding, selling, or otherwise dealing with 
gold In the United States or abroad/' 

Part 571, which contains statements of 
policy applicable to Insured Institutions, 
would be amended by adding a new 
i 571.10 thereto. Said new f 571.10 would 
state that the authority of State-char¬ 
tered insured institutions and their serv¬ 
ice corporations to engage in transac¬ 
tions and activities Involving gold < in¬ 
cluding any type of gold coin) or gold- 
related instruments or securities is 
primarily a matter of State Law. New 
4 571.10 would make clear, however, that 
the Corporation's supervisory and exam¬ 
ining personnel will carefully scrutinize 
such transactions and activities by State- 
chartered Insured institutions and their 
service corporations. The Corporation 
will regulate or prohibit any such trans¬ 
action or activity if It determines that 
such transaction or activity is unsafe or 


unsound or otherwise inconsistent with 
the purposes of Title IV of the National 
Housing Act <12 UB.C. 4 1724 et seq.). 
as amended. 

New Part 588 of the regulations for 
Savings and Loan Holding Companies 
would set forth statements of policy ap¬ 
plicable to holding companies. New 
4 588.1 of said Part 588 would point out 
that 4 584.2-1 <b> authorizes multiple 
holding companies and their subsidiaries 
(other than subsidiary insured institu¬ 
tions and service corporation subsidiaries 
oX such Institutions) to engage in certain 
prescribed services and activities, subject 
to certain conditions. New 4 588.1 would 
also point out that multiple holding com¬ 
panies and their above-described sub¬ 
sidiaries may engage in other services 
and activities, as npproved by the Cor¬ 
poration. New $ 588.1 would then make 
clear that the Corporation will not ap¬ 
prove an application to engage in any 
transaction or activity involving gold or 
gold-related instruments or securities. 

Accordingly, the Federal Home Loan 
Bank Board hereby proposes to amend 
Part 571 by adding a new 4 571.10 thereto 
and to amend Subchapter F by adding a 
new Part 588 thereto, as set Xorth below. 

Interested persons are Invited to sub¬ 
mit written data, views and arguments 
to the Office of the Secretary, Federal 
Home Loan Bank Board. 320 First Street, 
NW., Washington, D.C. 20552. by Jan¬ 
uary 22.1975. as to whether this proposal 
should be adopted, rejected or modified 
Written material submitted will be avail¬ 
able for public inspection at the above 
address unless confidential treatment is 
requested or the material would not be 
made available to the public or otherwise 
disclosed under 4 505 6 of the General 
Regulations of the Federal Home Loan 
Bank Board <12 CFR 505.6). 

PART 571—STATEMENTS OF POLICY 

j 571.10 Gold and gold-related Irmwoc- 
lions. 

The authority of State-chartered in¬ 
sured Institutions and their service cor¬ 
porations to engage In transactions and 
activities involving gold (Including any 
type of gold coin) and gold-related in¬ 
struments or securities. Including buying, 
holding, selling or otherwise dealing with 
gold or gold-related instruments or 
securities, (s primarily a matter of State 
law. However, the Corporation’s super¬ 
visory and examining personnel will care¬ 
fully scrutinize such transactions and 
activities by Insured institutions and 
their service corporations. The Corpora¬ 
tion will regulate or prohibit any such 
transaction or activity if it determines 
that such transaction or activity con¬ 
stitutes an unsafe or unsound practice or 
is otherwise inconsistent with the pur¬ 
poses of Title IV of the National Housing 
Act, as amended. 


PART 588—STATEMENTS OF POLICY 

§ 588.1 Application* involving gold or 
gold-related transaction*. 

Section 584.2-1 (b) authorizes multiple 
holding companies and their subsidiaries, 
other than subsidiary insured instltu- 
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Uons and service corporation subsidiaries 
of such Institution*, to engage in certain 
prescribed services and activities, subject 
to certain conditions. Multiple holding 
companies and their above-described 
subsidiaries may engage In other serv¬ 
ices and activities, as approved by the 
Corporation pursuant to an application 
under ft 564.2(b) (6). The Corporation will 
not approve an application under ft 584.2 
(b)(6) to engage In any transaction or 
activity involving gold (including any 
type of gold coin) or gold-related instru¬ 
ments or securities, including buying, 
holding, selling or otherwise dealing with 
gold or gold-related instruments or 
securities. 

(Sec. 406. 48 Stat. 1258. iu amended: 8*e. 408, 
48 Stat. 1261. a» odder! by 73 Stat. 691. u 
amended; 12 UJB.C- 1725. 1730a. Reorg Plan 
No. 3 of 1947. 12 PR. 4981. 3 .CFR. 1943-48 
Comp., p. 1071). 

By the Federal Home Loan Bank 
Board. 

[seal] Grenville L Millard. Jr„ 
Assistant Secretary . 

fFR Doc.75-413 Piled 1-6-73:8:45 am! 


FEDERAL MARITIME COMMISSION 

[ 46 CFR Part 538 ] 

| Docket No. 73-531 

RULES GOVERNING THE RUNG OF IN¬ 
CREASES IN CONTRACT RATES ON 
LESS THAN STATUTORY NOTICE IN 
THE EVENT OF TARIFF CURRENCY DE¬ 
PRECIATION 

Order of Reopening 

By Notice published in the Federal 
Register (38 FR 22495, August 21.1973), 
the Commission issued its proposed rule 
regarding short-notice contract rate 
changes based upon tariff currency fluc¬ 
tuations. That Notice recited the Com¬ 
mission's concern with the impact of cur¬ 
rency devaluations upon the operations^ 
of conferences and carriers operating in 
the foreign commerce of the United 
States and. In particular, those operat¬ 
ing under dual rate systems. As a result 
of its concern, the Commission gave no¬ 
tice that the proposed rules in Docket 
No. 73-53 were Its attempt to explore the 
possibilities of greater flexibility with 
regard to contract rate changes result¬ 
ing from currency fluctuations than had 
prevailed previously under the terms of 
the Shipping Act. 1916 (section 14b). the 
decisions of the Commission and the 
terms of the Uniform Merchants' Con¬ 
tract. 

Comments to the proposed rule were 
submitted by 11 parties, representing the 
views of 30 conferences and the Commit¬ 
tee of European Shipowners. Twenty- 
seven of the conferences have dual rate 
contracts in effect, but do not represent 
all dual rate conferences. With but one 
exception, those conferences filing com¬ 
ments all serve Europe and Asia. It is also 
of note that no dual rate contract sig¬ 
natories or shippers submitted comments 
to these rules. 

Hearing Counsel submitted their reply 
to comments. This reply suggested a 
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sweeping modification of the originally 
proposed rule after consideration by 
Hearing Counsel of the various com¬ 
ments received. Thereafter, answers to 
Hearing Counsel’s reply were received 
and the entire proceeding came before 
the Commission for its consideration. 

Hearing Counsel's reply constituted a 
redraft of the rules as originally proposed 
and embodied concepts raised in the 
original comments, as well as other 
modifications proposed by Hearing 
Counsel. Upon consideration of the 
entire record of the proceeding, the 
Commission notes several areas In the 
rules ns modified by Hearing Counsel 
which raise a need for clarification or 
amplification. As a result, the Commis¬ 
sion has determined that clarification of 
certain points should be sought by ad¬ 
dressing questions to Hearing Counsel 
regarding their reply. Following Hearing 
Counsel's replies to the questions posed, 
interested parties will be given opportu¬ 
nity to comment The Commission has 
determined, therefore, to reopen the pro¬ 
ceedings in the docket for the limited 
purpose of addressing questions to Hear¬ 
ing Counsel, obtaining answers to those 
queries and receiving comments on Issues 
raised thereby from all Interested parties. 

Therefore . it is hereby ordered. That 
this proceeding be reopened for the lim¬ 
ited purposes discussed herein. 

It is further ordered, That Hearing 
Counsel shall submit I heir response to 
the questions attached hereto (Appen¬ 
dix) within 30 days of service of this 
Order with copy to each commenting 
party. 

It is further ordered. That all parties 
wishing to comment upon any issues 
raised hereby shall submit such com¬ 
ments not Inter than March 4, 1975. 

By the Commission. 

[seal! Francis C. Hurney. 

Secretary. 

Appendix 

The questions contained in thl3 Appen¬ 
dix refer to the rule proposed by Hearing 
Counsel in their reply to comments and 
references to sections and paragraphs 
are directed to that reply. 

1. Section 538.4(H, Rate Increases, 
states that any surcharge imposition 
sought by a carrier or conference shall be 
based on a depreciation in the exchange 
rate of Its tariff currency relative to 
"other major operating currencies." A 
"major operating currency" is defined 
therein as ", . . any currency in which 
the carrier or carriers incur two percent 
or more of total expenses allocated to the 
trade'*, including expenses allocable to 
vessel operating, overhead and capital 
expenses. In order to effect a surcharge 
imposition the party seeking to do so 
must determine the weighted nominal 
currency fluctuation with respect to 
these major operating currencies. When 
the weighted currency fluctuation shows 
a devaluation in the tariff currency of 
two percent or more, a surcharge U 
Justified. The rule as proposed in Hear¬ 
ing Counsel's reply does not moke ex- 
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pllcit the practical application of this 
computation. 

If one carrier (of a number of mem¬ 
ber lines in a conference) has only one or 
two major operating currencies and each 
has appreciated with respect to the U.S. 
dollar (the tariff currency), that carrier, 
by the computation in the rules, may be 
shown to Justify a devaluation sur¬ 
charge. May the conference (assuming 
no changes in the remaining major cur¬ 
rencies of the conference* members >, 
therefore, amend its tariff under this 
rule in order to take into account this 
devaluation? 

Additionally, In the case of two-way 
conferences, how would currency fluctu¬ 
ations be accounted for’ It would seem 
that the deficiencies of situations such as 
that outlined above would be exacer¬ 
bated. How would these conferences 
make use of the rule as proposed? 

Finally, in a situation where there are 
two major currencies, one of which, 
standing alone, appreciates in an amount 
sufficient to trigger the provision, but 
the other currency decreases In value 
relative to the dollar. Is it intended by the 
proviso in the third paragraph of 5 538.4 
G) that In determining the amount of 
the surcharge and also whether the arti¬ 
cle has been triggered, one can look only 
to the major currency which ha* appre¬ 
ciated relative to the dollar, or is it In¬ 
tended that one must sum out the 
appreciation and the depreciation? 

2. Section 538.4(1 ), paragraph one, 
provides that a carrier or conference of 
carriers may provide for the Imposition„ 
of a surcharge on contract rates on less 
than statutory notice In the event of a 
dcprcciaiton in the exchange rate of its 
tariff currency by including in Its form 
dual rate contract certain enabling lan¬ 
guage provided in the proposed modifi¬ 
cation of the Uniform Merchants* 
Contract. If a carrier or conference of 
carriers elects to include this language, 
paragraph 2 of ft 538.4(1 > makes it man¬ 
datory’ that "concurrent with the filing 
of ... [that language) ... the carrier or 
conference shall file a statement . . .** 
allowing certain expense information in 
The trade or trades covered by the dual 
rate contract. This information "shall 
be updated and re filed with the Commis¬ 
sion within 30 days after the beginning 
of each calendar quarter." 

(a) Do these provisions mean that 
those proposed rules will provide the 
only method by which currency sur¬ 
charges may be imposed? 

(b) Is the data regarding expenses In 
given currencies necessary or even de¬ 
sirable prior to the actual effectuation 
of a tariff currency devaluation sur¬ 
charge? 

(c) Would It not be more effective to 
require the Immediate filing of the ap¬ 
propriate language In the Uniform 
Merchants' Contract and the filing of 
this expense data at some time prior 
to the effectuation of a surcharge but 
not necessarily Immediately and quar¬ 
terly whether or not a surcharge is even 
imposed? 
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(d) Will the Federal Mart time Com¬ 
mission staff be able to verify the ac¬ 
curacy of such data? 

<e> Can carriers or conferences pro¬ 
vide such data with any degree of 
accuracy? 

(f) If this data cannct be assured 
to be accurate, what precautions have 
been provided or can be provided tQ 
prevent general instability of rates de¬ 
pendent upon changing cost factors? 

3. Section 5 38.4*1), paragraph four, 
provides that "the authority for deter¬ 
mining fluctuations in the exchange 
rates shall be the New York cr other 
major currency market daily noon 
rates.” The rules os proposed raise the 
following questions. 

(a) Which of the world's currency 
exchanges qualify as a "major currency 
market”? 

(b) May a conference select any of 
a number of currency markets for one 
particular date and any other market 
for the next day in order to Justify a 
tariff surcharge? 

<c> If a conference covers a number 
of trades and uses a number of major 
currencies, may it select one market 
ratio for one currency, and other market 
ratios for other currencies? 


(d) When currency value fluctuations 
otherwise Indicate that a reduction of a 
surcharge or removal of a surcharge be 
accomplished, may a particular cur¬ 
rency market be selected by a confer- 
cnce/corrier which Is not representa¬ 
tive but which continues to justify the 
surcharge? 

4. Section 538.4(1), paragraph three, 
requires, in the event that notice of a 
tariff surcharge Is served, that "such 
surcharge shall not exceed the amount 
necessary to restore the prior currency 
relationship measured from the time 
this provision was adopted. . . Fur¬ 
ther. paragraph five requires that simul¬ 
taneous with notice filing the carrier or 
conference will file a statement with the 
Commission which will "cite the noon 
market rate for each major operating 
currency compared to the same rate 
in effect on the day this provision was 
adopted. . . 

(a) Do these provisions, lied as they 
are to the "day this provision was 
adopted", allow for the effect of Interim 
surcharges? 

(b) Should not an attempt to Impose 
a surcharge subsequent to the first such 
surcharge relate back to the most recent 
surcharge? 
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5. Section 538.4(2 ), dealing with rate 
reductions, requires that 

• • • a carrier or conference providing In 
lta dual rate contract for short notice cur¬ 
rency adjustment surcharges due to currency 
depreciation Is likewise obligated by section 
14(d)(2) of the uniform contract • • • (as 
proposed) • • • to provide shippers with cor¬ 
responding reductions In any such surcharge 
Imposed In the event the value of its tarlil 
currency appreciates • • •. 

(a) Is this provision aimed at a rate 
reduction only if there had been made a 
previous increase due to a surcharge? 

<b> If so, docs implementation of this 
provision require that rates be reduced 
below the level which prevailed prior to 
the imposition of any surcharge? 

6. The modification of Article 14 pro¬ 
vides in proposed Article 14(d)(2) that: 

Any currency adjustment surcharge Im¬ 
posed hereunder will be correspondingly re¬ 
duced using the same criteria applicable to 
increases • • • except that reductions may 
become effective on the date (lied. 

(a) May reductions become effective 
00 days after the date filed, or 120, or 
longer? 

(b) Should not this rule provide a spe¬ 
cific time at which these reductions will 
become effective such as 15 days after 
filing or immediately? 

(FR Doc.75-383 Filed 1-0-75:8:45 am) 
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DEPARTMENT OF THE TREASURY 

Customs Service 

|T.D. 75-15| 

FOREIGN CURRENCIES 
Certification of Rates 

December 24.1974. 

The Federal Reserve Bank of New 
York, pursuant to section 522(c), Tariff 
Act of 1930, as amended (31 UB.C. 372 
(c)). has certified the following rates of 
exchange which varied by 5 per centum 
or more from the quarterly rate pub¬ 
lished In Treasury Decision 74-264 for 
the following countries. Therefore, as to 
entries covering merchandise exported 
on the dates listed, whenever it Is neces- . 
sary for Customs purposes to convert 
such currency into currency of the 
United States, conversion shall be at the 
following dally rates: 

Austria schilling: 

December 10. 1974- 50.0572 

December 17. 1974. .0577 

December 18, 1974............. .0579 

December 19, 1974—.._........ .0574 

Dooember 20, 1974- .0570 

Belgium franc: 

December 10. 1974_ 0.027125 

December 17. 1074... .027440 

December 18, 1974. .027300 

December 19. 1974.-..._ .027320 

December 20. 1974. .027300 

Denmark krone: 


December 10. 1974.. 0.1725 

December 17, 1974.1783 

December 18. 1074_ .1747 

December 19, 1974- . 1734 

December 20. 1974. .1733 

Finland markka: 

December 17, 1974_...__ 0. 2757 

December 18. 1974- .2779 

December 19. 1974.2770 

December 20, 1974_ . 2707 

France frano: 

December 17, 1974.- 0. 2230 

December 18. 1974_ .2328 

December 19, 1974-- 1 

December 20. 1074_ .2227 

Germany deut9chc mark: 

December 16. 1974_ 0.4095 

December 17, 1974_ .4130 

December 18. 1074. 4114 

December 19. 1974_ .4085 

December 20, 1974- .4108 

Netherlands guilder: 

December 10, 1974 __..... 0.3944 

December 17, 1974_... .3975 

December 18. 1974. .3953 

December 19. 1974. .3939 

December 20. 1974_ . 3938 

Norway krone: 

December 17, 1974____ 0.1901 

December 18. 1974__ . 1902 


* Use Quarterly Hate. 


Sweden krona: 

December 10. 1974....__ 0.2378 

December 17. 1974. . .2410 

December 18, 1074_............ .2404 

December 10, 1974_... .2397 

December 20. 1974_......... .2406 

Switzerland franc: 

December 16, 1974_ __ 0.3851 

December 17. 1974__ .3930 

December 18. 1974.3000 

December 19, 1074_ .3837 

December 20, 1074__ . 3900 


I seal] James D. Coleman, 

Acting Director . 
Duty Assessment Division. 
[FR Doc.75-375 Filed 1-6-75.8:45 am) 


Internal Revenue Service 
[Order No. 139 (Rev. 1)| 

DISTRICT DIRECTORS 
Delegation of Authority 

January 2,1975. 

1. Pursuant to the provisions of 26 
CFR 53.4941(e)-1(d), 26 CFR 53.4941 
<f)-l. 26 CFR 53.4S42(a)-l(c>. 26 CFR 
53.4944-5, and 26 CFR 53.4945-1 (e). the 
authority vested In the Commissioner of 
Internal Revenue to: 

(a) Extend the correction period for 
acts of self-dealing, failures to distribute 
Income, Jeopardy investments, and tax¬ 
able expenditures; and 

(b) Extend the allowable distribution 
period for failures to distribute income 
Is delegated to the District Director of 
Internal Revenue for each of the follow¬ 
ing Districts: 

CENTRAL REGION 

Key district (a) IRS districts centered 

Cincinnati. Cincinnati. Louisville, In- 

dDnapolta. 

Cleveland_ Cleveland, Parkersburg. 

Detroit- Detroit. 

MID-ATLANTIC R TO ION 

Baltimore...... Baltimore (which Includes 

the District of Colum¬ 
bia and Office of Inter¬ 
national Operations), 
Pittsburgh, Richmond. 
Philadelphia... Philadelphia, Wilmington. 
Newark_ Newark. 

MIDWEST REGION 


Chicago_ Chicago. 

BL Paul- St. Paul, Fargo. Aberdeen. 

Milwaukee 


St. Louie..__ St. touts, Springfield. Dm 

Moinee. Omaha. 

NORTH ATLANTIC REGION 

Boston_.... Boston. Augusta, Burling¬ 

ton, Providence. Hart¬ 
ford, Portsmouth. 


Manhattan- Manhattan. 

Brooklyn.—... Brooklyn, Albany, Buffalo. 

SOUTHEAST REGION 

Atlanta........ Atlanta. Greensboro. Co¬ 
lumbia, Naahvllle. 


Jacksonville—.. Jacksonville, Jackson, Bir¬ 
mingham. 

SOUTHWEST REGION 


Austin-- Austin, New Orleans, 

Albuquerque, Denver, 
Cheyenne. 

D a ll as..- DaUaa. Oklahoma City, 

. Little Rock. Wichita. 


WESTERN REGION 

toe Angeles- Lov Angeles, Phoenix, 

Honolulu. 

San Francisco.. Son Francisco, Salt Lake 
City, Reno. 

Seattle......... Seattle, Portland. An¬ 
chorage, Boise, Helena. 

2. The authority delegated herein may 
be redelegated, but not lower than to 
Group Managers. 

3. This order supersede* Delegation 
Order No. 139. Issued July 13, 1973. 

Effective: January 2.1975. 

Donald C. Alexander, 

Commissioner. 

[FR Doc.75-433 Piled 1-0-75:8:45 am) 

[Order No. 113 (Rcv.2)J 

DISTRICT DIRECTORS 
Delegation of Authority 

January 2, 1975. 

Pursuant to authority vested In the 
Commissioner of Internal Revenue by 
Treasury Department Order No. 150-37, 
dated March 17, 1955, there is hereby 
delegated to the District Director of In¬ 
ternal Revenue for each of the following 
Districts: 

Key district{$) IRS districts covered 

CENTRAL REGION 

Cincinnati__ Cincinnati. Louisville, In¬ 

dianapolis. 

Cleveland ..... Cleveland, Parkersburg. 
Detroit_- Detroit. 

MID-ATLANTIC REGION 

Baltimore ..... Baltimore (which Includes 
the District of Columbia 
and Office of Interna¬ 
tional Operations) Pitts¬ 
burgh. Richmond. 

Philadelphia .. Philadelphia, Wilmington 


Newark_— Newark. 

MIDWEST REGION 

Chicago - Chicago. 

St. Paul__ St Paul, Fargo, Aberdeen, 

Milwaukee. 

St. Louis_ St Louis. Springfield, Des 

Moines. Omaha. 
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KOKTH-ATLAimC RKCJnN 

Doe too ........ Boston. Augusta. Burling¬ 
ton. Providence, Hart¬ 
ford. Portsmouth. 
Manhattan.... Manhattan. 

Brooklyn ..._ Brooklyn, Albany. Buffalo. 

SOUTH HAST REGION 

Atlanta_ Atlanta. Greensboro. Co¬ 

lumbia, Nashville. 

Jacksonville_ Jacksonville, Jackson. Bir¬ 

mingham. 

Austin_Austin. New Orleans. Albu¬ 

querque. Denver, Chey¬ 
enne. 

Dallas__ Dallas, Oklahoma City, 

Little Rock. Wichita. 

WESTERN REGION 

Los Angeles. Phoenix, Hon¬ 
olulu. 

Los Angeles_a... 

8an Francisco.. San Francisco, Salt Lake 
City, Reno. 

Seattle_ Seattle, Portland, Anchor¬ 

age. Boise, Helena. 

the authority to: 

1. Issue determination letters involving 
the provisions of the Internal Revenue 
Code of 1954 with respect to: 

Exemption from Federal Income tax under 
sections 501 and 521; the effect of section 
602 on such exemption; the status of or¬ 
ganisations under sections 607. 508. and 609: 
the Imposition of unrelated business income 
tax under section 611 through 615; and the 
Imposition of exclne taxes under section 4940 
through 4948: provided the requests present 
questions the answers to which are clear 
from an application or the provisions of the 
statute. Treasury decisions or regulations, or 
by a ruling, opinion, or court decision pub¬ 
lished In the Internal Revenue Bulletin. 

2. Issue modifications or revocations of 
determination letters described above 
(see Commissioner Delegation Order No. 
88 os revised for authority to issue notices 
of revocation of exemption relating to 
prohibited transactions as defined In 
section 503(c)). 

3. Redelegate this authority as follows: 

(a) With respect to issuance of deter¬ 
mination letters, not below Internal Rev¬ 
enue Agent and Tax Law Specialist, 
OS-12, provided such individual is a per¬ 
son other than the initiator. 

(b) With respect to revocation or 
modification of determination letters, 
not below Chief, Employee Plans and 
Exempt Organizations Division. 

4. This Order supersedes Delegation 
Order No. 113 (Rev. 1), issued August 21, 
1970. 

Effective, January 2. 1975. 

Donald C. Alexander, 

Commissioner . 
ITO Doc.78-434 Filed l-6-75;8:45 ami 


(Order No. 112 (Rev. 1)] 

DISTRICT DIRECTORS 
Delegation of Authority 

January 2. 1975. 

Pursuant to authority vested In the 
Commissioner of Internal Revenue by 
Treasury Department Order No. 150-37, 
dated March 17. 1955, there Is hereby 


delegated to the District Director of In¬ 
ternal Revenue for each of the following 
Districts: 

Keg district {*) IRS districts covered 

CENTRAL REGION 


Cincinnati_ Cincinnati. Louisville. In¬ 

dianapolis. 

Cleveland_ Cleveland, Parkersburg. 

Detroit_Detroit. 

MID-ATLANTIC REGION 

Baltimore_ Baltimore (which includes 

the District of Columbia 
and Office of Interna¬ 
tional Operations), 

Pittsburgh. Richmond. 

Philadelphia_ Philadelphia, Wilmington. 

Newark_Newark. 

MIDWEST REGION 

Chicago- Chicago. 

Bt. Paul_ St Paul. Fargo. Aberdeen, 

Milwaukee. 

St. Louis_ Bt Louis, Spring Add, Dee 

Moines. Omaha 

Itorr II-ATLANTIC REGION 

Boston__ Boston. Augusta, Burling¬ 

ton. Providence, Hart¬ 
ford. Portsmouth. 

Manhattan-Manhattan. 

Brooklyn_ Brooklyn, Albany, Buffalo. 


SOUTHEAST UHUON 

Atlanta_ Atlanta, Greensboro, Co¬ 

lumbia. Nashville. 

Jacksonville_ Jacksonville, Jackson, Bir¬ 

mingham. 

•OtTTTlWniT REGION 


Ana tin_ Austin. New Orleans, Albu¬ 

querque. Denver, Chey¬ 
enne. / 

Dallas__Dallas. Oklahoma City, 

Little Rock, Wichita. 


WEOTEBN ETC ION 

Loa Angeles_ Los Angeles, Phoenix, Hon¬ 

olulu. 

San Francisco.. Ban Francisco. Salt Lake 
City, Reno. 

Beattie__ Seattle. Portland, Anchor¬ 

age, Boise, Helena. 

the authority to: 

(1) Issue determination letters Involv¬ 
ing the provisions of sections 401, 405, 
and 501(a) of the Internal Revenue Code 
of 1954 with respect to: 

(a) Initial qualification of stock bo¬ 
nus. pension, profit-sharing, annuity, and 
bond purchase plans; 

(b) Initial exemption from Federal 
Income tax under section 501 (a) of trusts 
forming a part of such plans, provided 
that the determination docs not involve 
application of section 502 (feeder orga¬ 
nizations) or section 511 (unrelated busi¬ 
ness income), or the question of whether 
a proposed transaction will be a pro¬ 
hibited transaction under section 503; 

(c) Compliance with the applicable re¬ 
quirements of foreign situs trusts as to 
taxability of beneficiaries (section 402 
(c>) and deductions for employer contri¬ 
butions (section 404(a) (4)); 

(d) Amendments, curtailments, or ter¬ 
minations of such plans and trusts: and 

(e) Effect on qualification of such 
plans and exempt status of such trusts of 
investments of trust funds in the stocks 
or securities of the employer. 


(2) Issue modifications or revocations 
of determination letters described above. 

(3) Redelegate this authority as fol¬ 
lows: 

(a) With respect to issuance apd modi¬ 
fication of determination letters, not be¬ 
low Internal Revenue Agent and Tax Law 
Specialist, OS-12, provided such individ¬ 
ual is a person other than the initiator. 

(b) With respect to revocation of de¬ 
termination letters, not below Chief, Em¬ 
ployee Plana and Exempt Organizations 
Division. 

Delegation Order No. 112, issued Janu¬ 
ary 30. 1970, is hereby superseded. 

Effective . January 2, 1975. 

Donald C. Alexander. 

Commissioner. 

|FR Doc-78 430 Filed 1-0-76.8:45 am) 


DEPARTMENT OF JUSTICE 

Law Enforcement Assistance 
Administration • 

GUARDS AND INVESTIGATIONS COMMIT- 

TEE OF THE NATIONAL PRIVATE SE¬ 
CURITY ADVISORY COUNCIL 

Notice of Meeting 

Notice Is hereby given that the Guards 
and Investigations Committee of the Na¬ 
tional Private Security Advisory Coun¬ 
cil to the Law Enforcement Assistance 
Administration, will meet January 14, 
1975, at the Statler Hilton Hotel In New 
York City. 

The topic of discussion will be recom¬ 
mendations for regulating security guard 
services. 

The meeting will be open to the public. 

For further information, please con¬ 
tact John Marshall, Law Enforcement 
Assistance Administration, U.S. Depart¬ 
ment of Justice, 1144 Indiana Building. 
633 Indiana Avenue. NW. Washington, 
D.C. 20530. (202) 386-3317. 

Gerald Yamada, 
Attorney-Advisor, 
Office of General CounseL 
(FR Doc.75-371 Filed 1-6-76:8:45 om| 


DEPARTMENT OF THE INTERIOR 
Fish and Wildlife Service 
ENDANGERED SPECIES PERMIT 
Receipt of Application 

Notice is hereby given that the follow¬ 
ing application for a permit is deemed 
to have been received under section 10 of 
the Endangered Species Act of 1973 (Pub. 
L. 93-205). 

Applicant: 

Gordon W. Watson 
Alaska Area Director 
US. Pish and Wildlife Service 
813 "D** Street 
Anchorage. Alaska 90501 

Application worn a Permit to Hand lb 
Aleutian Canada Geese, an Endangered 

Species 

The following information la submitted aa 
required by 60 CPR 13.12: 

1. Area Director. Alaska Area, UJ3. Fish 
and Wildlife Service. 813 **D” Street. Anchor¬ 
age. Alaska 99601. Phone: (907 ) 266-4864. 


FEDERAL REGISTER, VOL 40, NO. 


•TUESOAY, JANUARY 7, 1975 





















1281 


2. NA. 

3. Incumbent—Oordon Watson. Authori¬ 

ties under permit to be delegated to specific 
members of the field staff for restricted 
periods. _ 

4. Alaska—mainly Aleutian Islands NWR. 

5. This permit U requested to allow con¬ 
tinuation of a current program to restore 
Brant a canadensis leucoparcia , Aleutian 
Canada Geese, to a non-endangered status 
in the Aleutian Islands The foll owin g Infor¬ 
mation is In,accordance with 60 CFR 17.23: 

a. Goose. AleutUn Canada. Branta cana- 
densis leucopareia. Activities to be conducted 
under this permit involve a wild population 
of 500-700 bird* and tho transplant alloca¬ 
tions from a captive flock at the Patuxent 
Wildlife Research Center. Any one of these 
birds may be handled In this program. 

b. This permit application concerns wild¬ 
life Indigenous to the United States. 

c. The application is for a permit to han¬ 
dle birds as may be necessary to conduct 
an approved program for the restoration of 
an endangered species to a nonendangered 
status over former wild range on the Aleutian 
Islands National Wildlife Refuge. Tho at¬ 
tached recovery plan contains the full Justi¬ 
fication and procedures for this project. 

d. Aleutian Islands National Wildlife Ref¬ 
uge as described In tho attached leaflet. 

e. This application concerns both wild 
birds and those born in captivity. 

f. The majority of birds to be used in the 
restocking program derive from the captive 
flock at the Patuxent Wildlife Research 
Center. 

g. See attachment under (c). 

0. NA. 

7. I hereby certify that I have read and 
am familiar with the regulations contained 
in Title 60. Part 13, of the Code of Federal 
Regulations and the other applicable parts in 
Subchapter B of Chapter I of Title 60. and 
I further certify that the Information sub¬ 
mitted In this application for a permit Is 
complete and accurate to the best of my 
knowledge and belief. I understand that 
any false statement hereon may subject me 
to the criminal penalties of 18 U.8 C. 1001. 

I further state that I am acting as an 
agent of the United States Government In 
conducting a program for the restoration of 
an endangered species, the Aleutian Canada 
Goose. In accordance with the directives of 
the Endangered Species Conservation Act of 
1069. 

8 February 1.1075. 

0. November 1,1074. 

10. Gordon W. Watson. Alaska Area 
Director. 

11. For more Information refer to the Re¬ 
covery Plan-Aleutian Canada Gooee and the 
Project Plan for Restoration of the Aleutian 
Canada Goose 1074. as attached. 

Rrcovrar Plan 

ALSUTUN CANADA GOO0X 

Introduction 

The Aleutian Canada goose (Branta cana¬ 
densis leucoparcia) apparently once bred 
from the eastern Aleutian Isianda to the 
Kuril Islands, and was abundant In the 
western Aleutians at least. Today the only 
known population breeds on tiny Buldlr 
Island, western Aleutians, and is estimated 
at about 300 birds The Aleutian Canada 
goose appear a on the Department of In¬ 
terior's Endangered Species List. 

raZSCKT SANGK AND ABUXnAMCS 

The only known breeding population of 
Aleutian Canada geese includes about 300 
birds on Buldlr Island (Kenyon 1083. Smart 
pern. comm.). The migration route and win¬ 
tering area of this population la unknown 
but recent sightings of Canada geese with 
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neck rings In Japan (Kuroda. Tokata In 
iltt.) may refer to Aleutian Canada geese. 
Recent sight records of Canada geese with 
neck rings also exist from the Alaska Penin¬ 
sula (Jones In iltt.) and the Pacific north¬ 
western United States (Marshall pera, 
comm ), but the difficulty or satisfactorily 
separating leucoparcia from minima and 
taverneri (see section on identification) 
makes most sight records in areas of sym¬ 
pathy questionable. 

PLANS roe RESTORING T«l ALEUTIAN CANADA 

fioon 

This recovery plan include* a detailed Hat¬ 
ing of anticipated tasks necessary to accom¬ 
plish the prime objective, to restore the 
Aleutian Canada goooe tD a non-endangered 
status within Its historic range. Tho plan 
has been developed to organize. Implement, 
and guide a cooperative effort to accomplish 
tho prime objective. For organizational pur¬ 
poses the prime objective has been sub¬ 
divided into four major Objectives. These 
are to: 

1. Maintain the wild population of Aleu¬ 
tian Canada geese on the nesting area* at 
desirable levels. 

All that is known about the remnant wild 
population of Aleutian Canada geese is its 
breeding location and Us estimated sine. A 
research program la planned to obtain the 
necessary information for proper mainte¬ 
nance. Currently the type and extent of 
Intrusion by people on the nesting area 
is unknown. Par: of this objective deal* with 
getting this information and implementing 
procedures necessary to prevent detrimental 
intrusion. Predators may be detrimentally 
affecting wild geese on the nesting area. Tho 
oxtent of predation will be determined and 
effective control methods will be developed 
and employed as necessary. 

2. Return tho optimum number of geese 
to the breeding area by providing the essen¬ 
tial requirements for the birds during migra¬ 
tion and on the wintering area. 

The migration route and wintering area 
of the Aleutian Canada gooee is unknown. 
This information must be obtained and spe¬ 
cific habitat requirements identified, so that 
the birds may be protected and their habi¬ 
tat requirement* provided. International 
cooperation Is required in tbl* effort since 
these birds possibly uv areas in Russia. 
Japan. Canada, and the United States. 

3. Assure gene pool survival. 

The prescut captive stock of Aleutian 
Canada geese must be maintained at a level 
which asatres safety for the race. Captive 
birds will be used to re-establish popula¬ 
tions In historic habitat (sec objective 4), 
but the primary purpose of this objective 
is to provide a captive flock of Aleutian 
Canada geese as Insurance against extinc¬ 
tion In the event that the wild population 
1* decimated. The feasibility of housing cap¬ 
tive birds In one or more holding centers 
to provide safety in separation will l>o deter¬ 
mined. and holding centers will be con¬ 
structed and operated if deemed necessary. 

4. Re-establish Aleutian Canada geese In 
four locations within tbelr historic nesting 
area other than Buldlr Island. 

When four widely separated breeding pop¬ 
ulations of Aleutian Canada geese have be¬ 
come established within the historic range of 
the race, this bird will no longer be con¬ 
sidered endangered. Initially the historio 
breeding range must be delineated as ac¬ 
curately as possible. and habitat require¬ 
ments must be determined. Then four release 
sites will be selected and ranked according 
to priority. If required, release sites must 
be prepared before geese are released. Arctic 
foxes should be completely removed from 
release sites. When sites are ready, geese will 
be conditioned and released using techniques 


developed through research. Results of re¬ 
leases will be determined by researchers, and 
the program will be modified as required. 
The relntroductlon program will be main¬ 
tained by enforcing protective laws and by 
gaining public support through publicity. 

The Recovery Plan attached to this 
application has been summarized because 
of sjiace limitations. The complete Re¬ 
covery Plan and other information sub¬ 
mitted in connection with this applica¬ 
tion are available for public inspection 
during normal business hours at the 
Service’s office in 8uite 600, 1612 K 
Street. NW, Washington, DC. 

Interested persons may comment on 
this application by submitting written 
data, views, or arguments, preferably in 
triplicate, to the Director <FWS/LE>, 
Fish and Wildlife Service, Post Office 
Box 10183. Washington. D.C. 20036. All 
relevant comments received on or before 
February 6, 1975 will be considered. 

Dated: December 30.1974. 

Richard M. Parsons, 
Acting Chief , Division of Law 
Enforcement , 17.5. Fish and 
Wildlife Service. 

(FR Doc.75-386 Filed l-4-76;8:45 am] 


Geological Survey 
BERING SEA AREA 
Intention To Develop OCS Orders 
Pursuant to 39 FR 654. February 20. 
1974, the Department of the Interior 
solicited comments concerning areas of 
the Outer Continental Shelf with the 
greatest potential for production of oil 
and gas. Responses to this solicitation in¬ 
dicated that the Bering Sea OCS Is of 
interest as a target for the future devel¬ 
opment of frontier oil and gas areas. 

Should a decision be made to conduct 
a lease sale In the Bering Sea, it will be 
necessary to develop operating orders for 
this area prior to the commencement of 
drilling or producing operations. These 
orders will apply to the entire Bering Sea 
OCS Arch, including the Bristol Bay and 
Norton Sound. OCS Orders arc currently 
in effect in the Pacific and Gulf of Mexico 
Areas and are being developed for the 
Atlantic and Gulf of Alaska OCS Areas. 
It is anticipated that OCS Orders similar 
to those developed for the Gulf qf Alaska 
may also be appropriate for Bering Sea 
operations. 

Consistent with current procedures of 
the Geological Survey, comments and 
suggestions are solicited os to the content 
of the following proposed, or any addi¬ 
tional, OCS Orders for the Bering Sea 
Area: 

OCS Order No. 1: Marking of Well*. Platform* 
and Fixed Structures 
OCS Order No. 2: Drilling Procedures 
OCS Order No. 3: Plugging and Abandonment 
or Wells 

OCS Order No. 4: Suspensions and Deter¬ 
mination of Well ProducIbUlty 
OCS Order No. 5: Installation of Subsurface 
Safety Devices 

OCS Order No. 6: Procedure* for Completion 
of OU and Gas Wells 
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OCR Order No. 7: Pollution end Waste Dla- 

pOSAl 

OC3 Order No. 8: Platform* and Structures 
OC8 Order No. 0: Approval Procedures for 
OU and Oxn Pipelines 

OCS Order No 11: Oil and Oas Production 
Rates. Prevention of Waste, and Protection 
of Correlative Rights 

OCS Order No. 12: Public Inspection of 
Records 

OCS Order No. 13: Production Measurement 
and Commingling 

Interested persons may submit written 
comments and suggestions to the Chief, 
Conservation Division. U.S. Geological 
8urvey, National Center. Mail Stop 600, 
12201 8unrlse Valley Drive, Reston. Vir¬ 
ginia 22002, on or before February 14. 
1975. 

V. E. McKelvxy. 

Director. 

(PR Doc.76-310 Plied 1-8-75:8:45 amj 


Office of the Secretary 
NATIONAL PETROLEUM COUNCIL 
Renewal 

This notice is published In accordance 
with the provisions of section 7(a) of the 
Office of Management and Budget Cir¬ 
cular A-63, which tins published in the 
Federal Register on April 5,1974 <39 FR 
12389). Following consultation with the 
Office of Management and Budget and 
pursuant to the authority contained in 
section 14(a) of the Federal Advisory 
Committee Act (Pub. L. 92-463). the Act¬ 
ing Secretary of the Interior has deter¬ 
mined that renewal of the National 
Petroleum Council is necessary and in 
the public interest. 

Further information regarding tills re¬ 
newal may be obtained from Ben Tafoya, 
Office of the Assistant Secretary—Energy 
and Minerals, U.S. Department of the 
Interior, Washington. D.C. 20240, tele¬ 
phone: 202-343-7976. 

Dated: January 2,1975. 

Jack W. Carlson, 
Assistant Secretary of the Interior . 
(FR Doc.75-372 Filed 1-6-75:8:46 sm( 

DEPARTMENT OF AGRICULTURE 
Food and Nutrition Service 
NATIONAL SCHOOL LUNCH PROGRAM 

National Average Payments for the Period 
January 1-June 30,1975 

Pursuant to 4 210.4 and 4 210.11 of the 
regulations governing the Na tional 
School Lunch Program <7 CFR 210), 
notice is hereby given of adjustments in 
the national average factors for payment 
for lunches and the maximum rates of 
reimbursement. The national average 
factors for payment for lunches served 
during the six-month period January 1- 
June 30. 1975, to children participating 
In the National School Lunch Program 
arc as follows: (a) 11.75 cents from gen¬ 
eral cash-for-food assistance funds for 
each lunch: (b) an additional 42.5 cents 
from special cash assistance funds for 
each reduced price lunch; and (c) an 
additional 52.5 cents from special cash 
assistance funds for each free lunch. 


The total amount of general cash-for- 
food assistance payments and special 
cash assistance payments to be made to 
each State agency from the sums ap¬ 
propriated therefor, shall be based upon 
such national average factors. 

The above factors represent a 5.79 per¬ 
cent Increase In the factors prescribed 
for the period July-December 1974. This 
represents the percent of increase dur¬ 
ing the six-month period Juno-Novem¬ 
ber 1974 (from 157.1 In May 1974 to 166.2 
in November 1974) In the series for food 
away from home of the Consumer Price 
Index, published by the Bureau of Labor 
Statistics of the Department of Labor. 

For the six-month period January 1- 
June 30. 1975, (a) the maximum rate of 
reimbursement from general ca&h-for- 
food assistance funds shall be 17.75 cents 
per lunch served; <b) the maximum per 
lunch reimbursement (from a combina¬ 
tion of general cash-for-food assistance 
and special cash assistance funds) shall 
be 79.25 cents for a free lunch and 69.25 
cents for a reduced price lunch. 

Definitions. The terms used in this no¬ 
tice shall have the meanings ascribed 
to them in the regulations governin g the 
National School Lunch Program <7 CFR 
Part 210) and the regulations for deter¬ 
mining eligibility for free and reduced 
price meals and free milk in schools (7 
CFR Part 245>. 

(Catalog of Federal Domestic A ss i sta n ce 
Program No. 10.855, National Archives Ref¬ 
erence Service) 

Effective date. This notice shall become 
effective January 1. 1975. 

Dated: December 31, 1974. 

J. Phil Campbell, 
Acting Secretary. 

(FR Doc.75-356 Filed 1-0-75:8:45 am] 


SCHOOL BREAKFAST PROGRAM 

National Average Payments for the Period 
January 1-June 30,1975 

Pursuant to 4 220.4 and 4 220.9 of the 
regulations governi ng th e School Break¬ 
fast Program (7 CFR 220). notice is 
hereby given that the national average 
breakfast factors for breakfasts served 
during the six-month period January- 
June 30. 1975. to children participating 
in the School Breakfast Program shall 
be: (a) 9 25 cents for all breakfasts; <b) 
an additional 17.50 cents for each re¬ 
duced price breakfast; and (c) an addi¬ 
tional 23.25 cents for each free breakfast. 
The total amount of breakfast assist¬ 
ance payments to be made to each State 
agency from the sums appropriated 
therefor, shall be based upon such na¬ 
tional average factors: Provided , how¬ 
ever, That additional payments shall be 
made in such amounts as are needed to 
finance reimbursement rates assigned in 
accordance with the provisions of 4 220.9 
(b-1) of the regulations. 

The above factors represent a 5.79 
percent increase In the factors prescribed 
for the period July-Dccembcr 1974. This 
represents the percent of increase during 
the six-month period June-November 
1974 (from 157.1 In May 1974 to 166.2 In 
November 1974) In the series for food 


away from hime of the Consumer Price 
Index, published by the Bureau of Labor 
Statistics of the Department of Labor. 

For nonespcclally needy schools, the 
maximum rates of reimbursement for 
paid breakfasts, for reduced price break¬ 
fasts. and for free breakfasts shall be 
equal to the respective factors set out 
above. 

For especially needy schools, the maxi¬ 
mum rate of reimbursement for paid 
breakfasts shall be equal to the national 
average factor for all breakfasts; the 
maximum rate of reimbursement for re¬ 
duced price and free breakfasts shall be 
40 cents and 45 cen’s, respectively. 

Definitions. The terms used in this no¬ 
tice shall have the meanings ascribed to 
them in the regulations gove rnin g the 
School Breakfast Program <7 CFR Part 
220) and the regulations for Determining 
Eligibility for Free nnd Reduced Price 
Meals and Free Milk in Schools <7 CFR 
Part 245). 

(Catalog of Federal Domestic AaaUtance 
Program No. 104153, National Archives Ref¬ 
erence Service) 

Effective date: This notice shall be 
effective January 1,1975. 

Dated: December 31. 1975. 

J. Phil Campbell, 

Acting Secretary. 

(FR Doc.75-352 Filed 1-0-75:8:46 am] 


DEPARTMENT OF COMMERCE 

Domestic and International Business 
Administration 

INDIANA UNIVERSITY 

Decision on Application for Duty-Free 
Entry of Scientific Article 

The following is a decision on an ap¬ 
plication for duty-free entry of a 
scientific article pursuant to section 6(c) 
of the Educational. Scientific, and Cul¬ 
tural Materials Importation Act of 1066 
(Pub. L. 89-651. 80 Stat. 897) and the 
regulations Issued thereunder as amend¬ 
ed <37 FR 3892 ctseq.). 

A copy of the record pertaining to this 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs. Department of 
Commerce, Washington. D.C. 20230. 

Docket number: 75-00051-38-74700. 
Applicant: Indiana University. Pur¬ 
chasing Department, 1101 East 17th 
Street. Bloomington. Ind. 47401. Article: 
OVEind Digitally Controlled Serial 
Speech Synthesiser. Manufacturer: AB 
Panama. Sweden. Intended use of article: 
The article is Intended to be used for 
basic research Into the perception of 
speech sounds primarily in real time 
computer controlled perceptual experi¬ 
ments dealing with speech synthesis, per¬ 
ception and analysis, dicliotlc listening, 
selective attention, information process¬ 
ing and short-term memory. The article 
will be used by the principal investigator 
in collaboration with faculty and gradu¬ 
ate students In Psychology. Linguistics 
and Speech Science for original Inde¬ 
pendent research and teaching of course 
in these areas. 
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Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent 
scientific value to the foreign article, for 
such purposes as this article is intended 
to be used, is being manufactured in the 
United States. Reasons: The applicant’s 
use in audio perception experiments for 
the development of theories and models 
of the speech perception process as used 
in communication through spoken lan¬ 
guage requires simulation of the reso¬ 
nance chambers of the vocal tract. The 
foreign article provides this capability. 
The Department of Health. Education, 
and Welfare (HEW) advised in its 
memorandum dated November 5. 1974. 
that the capability of the article de¬ 
scribed above is pertinent to the purposes 
for which the article is intended to be 
used. HEW also advised that the most 
closely comparable domestic instrument, 
the Model 4516, manufactured by the 
Rockland Corporation, does not provide 
equivalent flexibility and the degree of 
simulation provided by analog resonators 
under digital control processed by the 
article. 

For this reason, we find the Model 
4516 is not of equivalent scientific value 
to the foreign article for such purposes 
as the article is intended to be used. 

The Department of Commerce knows 
of no other instrument or apparatus of 
equivalent scientific value to tire foreign 
article for such purposes as this article 
is intended to be used, which is being 
manufactured in the United States. 

(Catalog of Federal Domestic Assistance Pro¬ 
gram No. U.103, Importation of Duty-Free 
Educational and Scientific Materials) 

Richard M.8eppa. 

Acting Director . Special 
Import Programs Division . 

[PR Doc.76-395 Filed 1-6-75; 8:45 am) 


MT. SINAI MEDICAL CENTER 

Decision on Application for Duty-Free 
Entry of Scientific Article 

The following is a decision on an ap¬ 
plication for duty-free entry of a scien¬ 
tific article pursuant to section 6(c) of 
the Educational. Scientific, and Cultural 
Materials Importation Act of 1966 (Pub. 
L. 89-651. 80 Slat. 897) and the regula¬ 
tions issued thereunder as amended (37 
FR 3892 et seq.), 

A copy of the record pertaining to this 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs. Department of 
Commerce, Washington. D.C. 20230. 

Docket number: 75-00080-99-46040. 
Applicant: Mount Sinai Medical Center 
of Greater Miami. 4300 Alton Road. Mi¬ 
ami Beach. Fla. 33HO. Article: Electron 
Microscope, Model EM 9S-2. Manufac¬ 
turer: Carl Zeiss. West Germany. In¬ 
tended use of article: The article Is In¬ 
tended to be used for instruction in which 
residents receive training in Anatomic 
and Clinical Pathology and routine diag¬ 
nostic methods using the microscope to 
Identify and demonstrate basic concepts 


of structure and ultrastructure in patho¬ 
logic processes. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent 
scientific value Uj the foreign article, for 
such purposes as this article is Intended 
to be used, was being manufactured in 
the United States at the time the article 
was ordered (August 31. 1973). 

Reasons: This application is a resub- 
mission of Docket Number 74-00173-33- 
46040 which was denied without preju¬ 
dice to resubmission on February 27,1974 
for informational deficiencies. The ap¬ 
plicant requires an electron microscope 
which is suitable for the instruction of 
beginners in basic electron microsoopy 
and in teaching pathology. The foreign 
article Is a relatively simple, medium 
resolution electron microscope (provid¬ 
ing 7 Angstroms (A) point-to-point res¬ 
olution and low distortion micrographs 
at 140X in the optical magnification 
range» which was designed for confident 
use (through ease of operation) by be¬ 
ginning students with a minimum of de¬ 
tailed programming. 

Domestic instruments available at the 
time the initial application was received 
were the Model EMU-4C. supplied by the 
Adam David Company and the Model 
ETEM-101 manufactured by Elcktros 
Incorporated. The Model EMU-4C Is a 
relatively complex Instrument designed 
for the use of an experienced operator 
which provides low distortion magnifica¬ 
tion at 590X and higher. The Model 
ETEM-101 is a relatively simple low res¬ 
olution instrument (10A point to point). 
The Department of Health. Education, 
and Welfare (HEW) advises in Sts 
memorandum dated November 29. 1974 
that for the applicant's intended uses 
(1) low distortion micrographs at 140X 
in the optical range (2) guaranteed res¬ 
olution 7 Angstroms and (3) simplicity 
and ease of operation are pertinent. 
HEW also advises that the Model EMU- 
40 is too complex for the applicant’s 
educational purposes and does not pro- 
vide a 140X magnification. In addition. 
HEW advises that the Model ETEM-101 
does not have an equal resolution or the 
140X magnification. 

We. therefore, find that neither the 
Model EMU-4C nor the Model ETEM- 
101 was of equivalent scientific value to 
the foreign article for such purposes as 
the article is intended to be used at the 
time the article was ordered. 

The Department of Commerce knows 
of no other instrument or apparatus of 
equivalent scientific value to the foreign 
article, for such purposes as this article 
is intended to be used, which was being 
manufactured in the United States at 
the time the article was ordered. 

(Catalog of Federal Domestic Assistance 
Program No. 11 105, Importation of Duty- 
Free Educational and Scientific Materials.) 

Richard M. Seppa, 

Acting Director . Special 
Import Programs Division. 

(FR Doc.76-396 Piled 1-6 75;8:45 am] 


UNIVERSITY OF CALIFORNIA— 
LIVERMORE 

Decision on Application for Duty-Free 
Entry of Scientific Article 

The following Is a decision on an ap¬ 
plication for duty-free entry of a sci¬ 
entific article pursuant to section 6(c) of 
the Educational, Scientific, and Cultural 
Materials Importation Act of 1966 (Pub. 
L. 89-651. 80 Stat. 897) and the regula¬ 
tions issued thereunder as amended (37 
FR 3892 etseq.). 

A copy oT the record pertaining to thLs 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs, Department of 
Commerce. Washington. D.C. 20230, 
Docket number: 75-00089-75-47500. 
Applicant: University of California. 
Lawrence Livermore Laboratory. P.O. 
Box 808. Livermore, Ca. 94550, Article: 
Monochromator Typo THRP with Photo¬ 
multiplier attachment. Manufacturer: 
Jobln-Yvon. France. Intended use of 
article: The article is intended to be 
used in a laser isotope separation pro¬ 
gram to resolve chemiluminescence gen¬ 
erated in chemical reactions, as well as 
to make basic spectroscopic measure¬ 
ments on uranium molecular vapors. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent 
scientific value to the foreign article, for 
such purposes as this article Is intended 
to be used. Is being manufactured in the 
United States. Reasons: The foreign 
article has a resolution capability in 
excess of 1:270.000 in first order. Closely 
comparable domestic Instruments can 
be represented by the high resolution 
monochromator manufactured by Spex 
Industries, Incorporated. This domestic 
instrument has a resolution In first order 
less than 1:100,000. We are advised by 
the National Bureau of Standards (NBS> 
in its memorandum dated December 6. 
1974. that resolution greater than 1:270,- 
000 in first order is pertinent to the ap¬ 
plicant's intended purposes. NBS fur¬ 
ther advises that (1) it knows of no 
domestic instrument with resolution In 
first order greater than 1:100.000 and (2) 
It knows of.no domestically manufac¬ 
tured instrument of equivalent scientific 
value to the foreign article for the ap¬ 
plicant’s intended use. 

(Catalog of Federal Domestic Aiwlstance 
Program No. 11.103, Importation of Duty- 
Free Educational and Scientific Materials) 

Richard M. Seppa, 

Acting Director . Special 
m Import Programs Division . 

| FR Doc.76-393 Filed 1-6*73;8:43 amj 


UNIVERSITY OF CINCINNATI 

Decision on Application for Duty-Free 
Entry of Scientific Article 

The following is a decision on an op- 
plication for duty-free entry of a scien¬ 
tific article pursuant to section 6(0 of 
the Educational, Scientific, and Cultural 
Materials Importation Act of 19C6 (Pub. 
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L. 89-651, 80 Stat. 897) and tlie regula¬ 
tions issued thereunder as amended (37 
FR 3892 et sea). 

A copy of the record pertaining to this 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs. Department of 
Commerce. Washington, D.C. 20230. 

Docket number: 75-00086-33-44795. 
Applicant: University of Cincinnati. De¬ 
partment of Environmental Health, Ket¬ 
tering Laboratory'. 3223 Eden Avenue. 
Cincinnati. Ohio 45219. Article: 2 Elec¬ 
tronic Motility Meters IR Type . 40 Sen¬ 
sors 110V/60Hz and accessories. Manu¬ 
facturer: Motnon Products. 8wcden. 
Intended use of article: The article is in¬ 
tended to be used for the study of spon¬ 
taneous motor activity (hyperactivity 
hyperkinesia) and behavior. An experi¬ 
mental model of the human disease, 
“lead encephalopathy'* will be employed 
in investigations to: 

(a) To see whether lead has an ad¬ 
verse biological effect at exposure levels 
in where the experimental subject is 
asymptomatic of the usually easily rec¬ 
ognized signs of lead poisoning. 

<b) further, to learn whether low lev¬ 
els of environmental pollutants (lead) 
Influences normal development of the 
young as measured by behavior and 
learning. 

(c) and to demonstrate the biochem¬ 
ical lesion In the brain chemistry which 
could account for altered behavior fol¬ 
lowing lead exposure. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent sci¬ 
entific value to the foreign article, for 
such purposes as this article 1* Intended 
to be used, is being manufactured In the 
United States. Reasons: The foreign ar¬ 
ticle provides accuracy (0.5 centimeter 
per second typical), good spatial resolu¬ 
tion (40 millimeters) and insensitivity to 
fecal or urine material. The Department 
of Health. Education, and Welfare 
(HEW) advised in its memorandum 
dated November 29. 1974 that the ca¬ 
pabilities described above are pertinent 
to the applicant's use in monitoring the 
activity of rodents In a study of lead 
poisoni ng e ffects on the developing 
young. HEW also advises that it knows 
of no domestic instrument which pro¬ 
vides the pertinent capabilities of the 
article. 

The Department of Commerce knows 
of no other Instrument or apparatus of 
equivalent scientific value to the foreign 
article, for such purposes as this article 
is intended to be used, which Is being 
manufactured in the United States. 

(Catalog of Federal Domestic A*sistance Pro¬ 
gram No 11.106, Importation of Duty-Free 
Educational and Scientific Materials.) 

Richard M. 8eppa, 

Acting Director. Special 
Import Programs Division. 

(FR Doc.75-394 Filed 1-6 75:8:45 am) 


UNIVERSITY OF ROCHESTER 

Decision on Application for Duty-Free 
Entry of Scientific Article 

The following Is a decision on an ap¬ 
plication for duty-free entry of a scien¬ 
tific article pursuant to section 6(c) of 
the Educational, Scientific, and Cultural 
Materials Importation Act of 1966 (Pub. 
L. 89-651. 80 Stat. 897) and the regula¬ 
tions issued thereunder as amended (37 
FR 3892 ct «eq.). 

A copy of the record pertaining to this 
decision Is available for public review 
during ordinary business hours of the De¬ 
partment of Commerce, at the Office of 
Import Programs, Department of Com¬ 
merce. Washington, DC. 20230. 

Docket number: 75-00059-98-77045. 
Applicant: University of Rochester, La¬ 
ser Energetics Laboratory', Wilson Blvd., 
Rochester, New York 14627. Article: De- 
focusing Crystal X-Ray Spectrometer. 
Manufacturer: The Culham Laboratory, 
United Kingdom. Intended use of article: 
The article is intended to be used for the 
study of the feasibility of exciting x-rays 
laser action from a plasma produced by a 
light laser. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent sci¬ 
entific value to the foreign article, for 
such purposes as this article Is Intended 
to be used. Is being manufactured In the 
United States. Reasons: The foreign ar¬ 
ticle provides a calibrated x-ray spec¬ 
trometer with a suitable wavelength 
range capability (shorter than 15 Ang¬ 
stroms) . The National Bureau of Stand¬ 
ards iNBS) advises in its memorandum 
dated December 2. 1974 that the specifi¬ 
cation described above is pertinent to the 
applicant's intent to measure x-ray line 
spectra from an experimental plasma. 
NBS also advises that It knows of no do¬ 
mestic x-ray spectrometer of equivalent 
scientific value to the foreign article for 
the applicant's intended use. 

(Catalog of Ffrdcrai Domestic Assistant* Pro¬ 
gram No. 11.105, Impcnation of Duty-Frs* 
Educational and Scientific Material*.) 

Richard M. Seppa, 

Acting Director. Special Import 
Programs Division. 

(FR Doc.75-397 Filed 1-6-75:8:45 am) 


NEW YORK UNIVERSITY MEDICAL 
CENTER, ET AL 

Notice of Applications for Duty-Free Entry 
of Scientific Articles 

Corrections 

In FR Doc. 74-29971 appearing at page 
44467 in the Issue for Tuesday. Decem¬ 
ber 24, 1974, the second line of Docket 
Number: 75-00228-99-6040 has been 
omitted, it should read as follows: “Ap¬ 
plicant: Ohio University. Athens". 

s 


TELECOMMUNICATIONS EQUIPMENT 
TECHNICAL ADVISORY COMMITTEE 

Partially Closed Meeting 

Correction 

In FR Doc. 74-30275 appearing at page 
44791 In the Issue for Friday, December 
27. 1974, a Notice of Determination for 
the Telecommunications Equipment 
Technical Advisory Committee was filed 
as a part of the original document. It 
should have been printed in full as set 
forth below: 

None* or Drm minatiok 

In re&pcmoo to written requests of repre¬ 
sentative* of a substantial segment of the 
telecommunications industry, the Telecom¬ 
munications Equipment‘Technical Advisory 
Committee was established by the Secretary 
of Commerce pursuant to section 6(e)(1) of 
the Export Administration Act of 1969. 60 
U.S.C. App. section 2404(C)(1) (Supp. HI, 
1974). as amended. Public Law No. 93-500, 
section 5(b) (October 29. 1974). to advi»* 
the Department of Commerce with respect to 
questions involving technical matters, world¬ 
wide availability, and actual utilisation of 
production and technology, and licensing 
procedures which may affect the level of ex¬ 
port controls applicable to telecommunica¬ 
tions equipment. Including technical data 
related thereto, and Including those whose 
export la subject to multilateral (COCOM) 
controls. 

The Committee, which currently has six 
members representing Industry and eight 
members representing government agencies. 
wlU terminate no later than April 6, 1975. 
unless extended by the Secretary of Com¬ 
merce. AU members of the Committee have 
the appropriate security clearance. 

The Committee’s activities are conducted 
In accordance with the provisions of section 
6(c)(1) of the Export Administration Act of 
I960, os amended, the provisions of the Fed¬ 
eral Advisory Committee Act, 6 US.C. App. I 
(Supp. 11. 1972). and Ofllce of Management 
and Budget Circular A-63 (Revised), Ad¬ 
visory Committee Management, effective 
May 1, 1074. Section 10 of the Federal Ad¬ 
visory Committee Act provides, among other 
things, that the meetings of advisory com¬ 
mittees are to be open to the public, and to 
public participation, unless the head of the 
agency (or his delegate) to which the com¬ 
mittee reports determines In writing that 
all. or some portion, of the agenda of the 
meeting of the committee fai concerned with 
matters listed In section 592(b) of title 5 
of the United States Code. 

Section 552(b) ft) of title 5. United Stales 
Code, provides that Information msy be with¬ 
held from the publlo If It concerns matters 
specifically required by Executive Order to 
be kept secret In the Interest of the national 
defense or foreign policy. 

Notices* of Determination authorizing 
the closing of meetings, or portions 
thereof, of the Telecommunications 
Equipment Technical AdvLsory Commit¬ 
tee and its formal subcommittees, dealing 
with security classified matters, were ap¬ 
proved on June 12, 1973 for the meeting 
of June 27, 1973: on September 10, 1973 
for the meeting of September 26, 1973; 
on November 28. 1973, covering a scries 
of meetings for the period November 28, 

1973 to April 30, 1974: and on May 16, 

1974 for a series of meetings frort May 
1, 1974 through January 3, 1975. 


FEDERAL REGISTER. VOL 40, NO. 


-TUESDAY, JANUARY 7 , 1975 








1288 


NOTICES 


In order to provide advice to the De¬ 
partment under the terms of its charter, 
the Committee and formal subcommit¬ 
tees thereof will continue to hold a scries 
of meetings dealing with the matters set 
forth in the first paragraph of this De¬ 
termination. These meetings will Include 
discussions of the COCOM control list 
as it relates to the commodities and tech¬ 
nical data under its purview, and with 
the foreign availability of these com¬ 
modities and technical data. In addi¬ 
tion, the Committee and its formal sub¬ 
committees will be preparing recom¬ 
mendations for the Department’s con¬ 
sideration relating to the US. Govern¬ 
ment’s negotiating position on COCOM- 
related matters. Much of the informa¬ 
tion relating to the COCOM control list, 
as well as proposed changes, is now or 
will be security classified for national 
security or foreign policy reasons, pursu¬ 
ant to Executive Order No. 11652. 3 CFR 
339 <1974). In order for the Committee 
and Its formal subcommittees to pro¬ 
vide required advice to the U.8. Govern¬ 
ment, it will be necessary to provide the 
Committee and its formal subcommittees 
with such classified material. Therefore, 
the portions of the series of meetings of 
the Committee and of subcommittees 
thereof that will Involve discussions of 
matters specifically authorized under 
criteria established by an executive 
order to be kept secret in the Interest of 
national defense or foreign policy and 
are in fact propcrlv classified pursuant to 
such executive order, must be closed to 
the public. The remaining portions of the 
series of meetings will be open to the 
public. 

Accordingly, I hereby determine, pur¬ 
suant to section 10(d) of the Federal Ad¬ 
visory Committee Act that those por¬ 
tions of the series of meetings of the 
Committee and of any subcommittees 
thereof, dealing with the aforementioned 
classified materials shall be exempt, for 
the period January 4. 1975, to April 4. 
1975. from the provisions of section 10 
(a)(1) and (a)(3), relating to open 
meetings and public participation there¬ 
in. because the Committee and subcom¬ 
mittee discussions will be concerned with 
matters listed in section 552(b)(1) of 
title 5. United States Code. The remain¬ 
ing portions of the meetings will be open 
to the public. 

Our W. Chamberlin, Jr., 
Assistant Secretary for 
Administration . 

December 16.1974. 

Alfred Meisne*. 

Acting General Counsel. 

December 12,1974. 

fFH Doc.74-30275 Plied 12-26-74;8:45 am] 


National Bureau of Standards 
VISITING COMMITTEE 
Notice of Meeting 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act, 5 UJ5.C. 


App. I (Supp. in. 1973). notice Is hereby 
given that the NBS Visiting Committee 
will meet In Lecture Room A. Adminis¬ 
tration Building. National Bureau of 
Standards. Gaithersburg. Maryland, be¬ 
ginning at 10 a m. on February 19. 1975 
and beginning at 9 am. on February 20, 
1975. 

The purpose of the meeting Is for the 
NBS Visiting Committee to review the ac¬ 
tivities of the National Bureau of Stand¬ 
ards and to inspect Its laboratories in 
Gaithersburg. Maryland, in order to re¬ 
port to the Secretary of Commerce con¬ 
cerning the efficiency of the Bureau's 
scientific work and the condition of its 
equipment, as required by law. 

The NBS Visiting Committee Is com¬ 
posed of five members, prominent in the 
fields of science and technology, ap¬ 
pointed by the Secretary of Commerce. 

The agenda for the meeting on Febru¬ 
ary* 19-20, 1975, will consist of a general 
briefing on current NBS activities and 
plans, plus a review of selected labora¬ 
tories. 

A limited number of seats will be 
available to observers. Persons desiring 
to attend the meeting are requested to 
contact Mr. Stanley D. Rasbcrry. Execu¬ 
tive Assistant, National Bureau of 
Standards, Washington, D.C. 20234 
(telephone 301-921-3671). 

Dated: December 30.1974. 

Robert S. Walleich, 

Acting Director. 

JFR Doc.75-311 Filed 1-6-75:8:45 tun| 


DEPARTMENT OF HEALTH, 
EDUCATION. AND WELFARE 
Health Resources Administration 
RENEWAL OF COMMITTEES 
Pursuant to the Federal Advisory 
Committee Act of October 6. 1972. (Pub. 
L, 92-463. 86 Stat 770-776) the Health 
Resources Administration announces 
the renewal by the Secretary. DHEW. 
on December 20. 1974, with the concur¬ 
rence by the Office of Management and 
Budget Committee Management Secre¬ 
tariat of the following committees: 

Termination 

Committee date 

Health Care Technology Study June 30. 1976 
Section. 

Health Services Develop men- Do. 

La) Grants Study Section. 

Health Service* Research Do. 

Study Section. 

Authority for these committees will 
expire on the dates indicated, unless the 
Secretary formally determines that con¬ 
tinuance is In the public interest. 

Dated: January 2, 1975. 

Daniel F. Whiteside. 
Associate Administrator for Op- 
crations and Management , 
Health Resources Adminis¬ 
tration. 

|PR Doc.75-518 Filed l-6-75;8:45 am| 


Office of the Secretary 

SUPPLEMENTARY MEDICAL INSURANCE 
FOR THE AGED AND DISABLED 

Actuarial Rates and Premium Rate 

Pursuant to authority contained in 
sections 1839(c) (1) and (4) of the Social 
Security Act (42 U.S.C. 1395r<c)(l> and 
(4) >, as added by section 203(c) of Pub¬ 
lic Law 92-603. the Secretory of Health. 
Education, and Welfare is required to 
promulgate two adequate actuarial rates 
for the Medicare Supplementary Medi¬ 
cal Insurance program for the period 
July 1975 through June 1976. One rate is 
equivalent to one-half of the estimated 
Incurred cost of the program per aged 
enrollee, and the other Is equivalent to 
one-half of the estimated Incurred cost 
for each disabled enrollee. Pursuant to 
authority contained in section 1839(c) 
(3) of the Social Security Act (42 U.S.C. 
1395r(c) (3)), add d by section 203(c) 
of Public Law 92-603, the Secretary is 
also required to promulgate a single 
premium rate for both aged and disabled 
enrollecs which Is derived from the ade¬ 
quate actuarial rate for the aged en- 
rollees. The difference between the pre¬ 
mium paid by enrollecs and total In¬ 
curred per capita costs is met from the 
general revenues of the Federal Govern¬ 
ment. The notices of these promulgations 
for the period July 1975 through June 
1976 are as follows: 

Nonce of Adequate Actuarial Rates 

On the basis of the accompanying 
statement of actuarial assumptions and 
bases pursuant to sections 1839(c)(1) 
and (4) of the Social Security Act, I 
hereby determine that the adequate ac¬ 
tuarial rates which shall fce applicable for 
the 12-mouth period commencing July 1, 

1975. are $7.50 for enrollecs age 65 and 
over and $18.50 for disabled enrollecs 
under age 65. 

Notice or Premium Rate 

Pursuant to authority contained in 
section 1839(c) (3) of the Social Security 
Act, I hereby determine and announce 
that the dollar amount which shall be 
applicable for premiums for purposes of 
section 1839(c)(3) of the Act shall be 
$6.70 monthly In the 12-month period 
beginning July 1975 and ending June 

1976. 

Due to a technical error in the draft¬ 
ing of Pub. L. 93-233. it Is necessary 
to continue the rate of $6.70 which is 
also applicable to the 12-month period 
ending June 1975. The nature of this 
error is explained in the accompanying 
statement of actuarial assumptions and 
bases. I will seek legislative correction 
of this deficiency In the statute which, 
if enacted, would provide for permitting 
Increases In the premium rate commen¬ 
surate with increases in social security 
cash benefits. 

Dated: December 30, 1974. 

Caspar W. Weinberger, 
Secretary of Health , Education , 
and Welfare. 
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Statement of Actuarial Assumptions 
and Bases Employed in Determining 
the Adequate Actuarial Rates and the 
Standard Premium Rate for the Sup¬ 
plementary Medical Insurance Pro¬ 
gram Beginning July 1975 

This Is a statement of actuarial as¬ 
sumptions and bases employed In deter¬ 
mining the adequate actuarial rates and 
the standard monthly premium rate for 
the supplementary medical Insurance 
program for the period July 1975 through 
June 1976. The adequate actuarial rate 
for cnrollcos age 65 and over is $7.50. 
The adequate actuarial rate for disabled 
enrollees is $18.50. The standard pre¬ 
mium rate for both types of enrollees is 
$0.70. 

I. Analysis of Supplementary Medi¬ 
cal Insurance ( SMI) Trust Fund . The 
balance of the SMI Trust Fund at the 
end of each of the last three fiscal years, 
the liability outstanding for benefits and 
related administrative costs for services 
performed prior to the end of that fiscal 
year but not yet paid for at the end of 
that fiscal year (“liability for incurred 
but unpaid services”), and the month¬ 
ly premium rate in effect for each of 
these fiscal years are as follows: 


Year endltif 

June 30 

Monthly 

n!tum 

rale 

Fund at 
end of 
period (In 
millions) 

liability 

fbr 

Incurred 

but 

unpaid 

services 

On 

million*) 

1979^* • /• ****-****** 

*5 00 

• *481 

*017 

1973.. 

A HO 

74* 

1*8 

1*74. 

A 30 

. 1.27* 

1,315 


Due to past deficicnces in the premium 
rate, the fund on June 30. 1974, was 
about 97% of the liability outstanding. 
The liabilities outstanding on June 30. 
1974. for Incurred but unpaid services, 
are estimated to have been $1,315 million, 
while the balance in the trust fund on 
the same date amounted to $1,272 mil¬ 
lion. 

It U expected that the trust fund bal¬ 
ance will Increase during fiscal year 1975. 
By the end of June 1975 the trust fund 
balance is estimated to be about $1,587 
million, about 105% of the liability for 
incurred but unpaid services then out¬ 
standing. This slight surplus ($76 mil¬ 
lion) In the trust fund, if it materializes 
as projected, diminishes the size of re¬ 
quired margins in the adequate rates for 
1976. Approximately $75 million of this 
excess is expected to be generated by pay 
rnents for the disabled and $1 million by 
payments for the aged. 

n. Adequate Actuarial Rate for Enrol¬ 
lees Age 65 and Older. The determination 
of an adequate actuarial rate for the aged 
has been made on the basis of the actual 
operating experience under the program. 


projected through the year beginning 
July 1975. Virtually complete operating 
experience figures through June 30.1974. 
are now available as to the cash Income 
and disbursements under the program, 
and some data are available for the early 
months of fiscal year 1975. The adequate 
actuarial rate, however, must be suffi¬ 
cient to cover benefits and related admin¬ 
istrative costs for all services performed 
during the period from July 1975 through 
June 1976 (fiscal year 1976). Experience 
on such a basts (hereafter called an “in¬ 
curred" basis) is available for most com¬ 
ponents of the program through fiscal 
year 1973: that for the other components 
must be estimated. 

ANALYSIS OF PAST EXPERIENCE 

Estimates of the basic premium neces¬ 
sary to finance both benefit payments 
and administrative expenses are shown 
below, on both a cash and an Incurred 
basis. Cash figures must be adjusted for 
the estimated increase In liability for in¬ 
curred but unpaid services. Monthly 
premium rates on both cash and in¬ 
curred bases are compared below for the 
three most recent fiscal years with the 
premium rate actually charged. 


PrwmtaTH r»U required 
Premium few benefit* and 
Flat*! jw endiiit rate admtnht ration ri proses 

June SO charged ■ ■ - - ■ — - 

C«*h Incurred 

basis bods 


1*72__ A> « IS. 29 15.43 

IV7J,. RR0 AS* 5. S3 

1*74. A SO AM A OS 


BASIC ESTIMATES FOR FUTURE EXPERIENCE 
ON AN INCURRED BASIS 

In estimating the cost of the program 
for July 1975 through June 1976. it is 
necessary to project incurred results 
from fiscal year 1973. The actuarial as¬ 
sumptions used for the purpose of these 
projections are shown below: 


Atmift increase assumed o m precious |tear 


[In percent| 


Klval 

yeaf 

Physicians* services 

Out* 

Ml H , A 
hospital 

All 

other 

Fetal 

Number 
and mil * 

1V74. 

A2 

1.7 

ISO 

10 

1*75. 

7.2 

1.7 

1A0 

10 

197*. 

A3 

L7 

ISO 

10 


1 At |mid by the pnyram. 

»Increase In the number of terrier* received per 
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year 1975 over 1974 of 7.2% results from 
an updating of customary and prevailing 
fees for fiscal year 1975 to the calendar 
year 1973 level of charges, as provided in 
the law. This increase is larger than 
would normally have occurred because 
the fiscal year 1974 fees recognized by the 
program were held down by price con¬ 
trols. An increase in recognized fees of 
8.5% Is anticipated for fiscal year 1976 
based on the progress in the physician fee 
component of the consumer price index 
through October 1974 and projected 
through December. Calendar year 1974 
fees will form the basis for 1976 reim¬ 
bursement as specified In the law. 

Both of these increase rates have been 
reduced to reflect the estimated impact 
of applying an economic index to prevail¬ 
ing fees as required by section 224 of Pub. 
L 92-603. The estimated reduction in 
1975 is 0 5% and In 1976, 1 0%. Adminis¬ 
trative expenses incurred for the aged 
and disabled in fiscal year 1976 will bo 
12.8% of incurred benefits paid under 
both programs, based on the amounts in 
the fiscal year 1976 budget. 

On the basis of the foregoing assump¬ 
tions it is now estimated that the rate 
necessary so that Income would cover 
both benefit payments and administra¬ 
tive expenses for aged enrollees on an in¬ 
curred basis is $7.62 for fiscal year 1976. 
The projection of the adequate actuarial 
rate is summarized as follows: 
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CALCULATION Of ACTVABIALLY ADEQUATE 
RATE 

The $7.62 rate for fiscal year 1976 Is 
decreased by $.18 to allow for interest 
earnings on the trust fund. Therefore, 
the adequate rate before allowance for 
contingencies is $7.44. The margin of 
$.06 In the adequate actuarial rate of 
$7.50 will result In a surplus attributable 
to the aged of $32 million at the end of 
1976 If all assumptions are exactly real¬ 
ized. 

I1L Adequate Actuarial rate for the 
Disabled . An adequate actuarial rate for 
disabled enrollees under age 65 must take 
into account (1) enrollees eligible be¬ 
cause they have been entitled to dis¬ 
ability insurance benefits for not less 
than 24 months, and (11) enrollees meet¬ 
ing tile end-stage renal disease provi¬ 
sion. Only data on total cash flow of the 
SMI program Is available on which to 
estimate the probable cost of these bene¬ 
ficiaries. These data arc very incomplete 
because of the delay between the time 
expenses are Incurred and the time bills 
arc paid. As incurred data become avail¬ 
able the error of the estimate should be 
substantially reduced. 

Based on the data available, the rate 
required to pay benefits and administra¬ 
tive expenses for the disabled in fiscal 
year 1976 less an allowance for interest 
is $19.33. In view of the anticipated sur¬ 
plus in the trust fund at the end of fiscal 
year 1975 it is appropriate to decrease 
the adequate actuarial rate below that 
actually required to cover services rend¬ 
ered In fiscal year 1976. The adequate 
actuarial rate of $16.50 would result In 
a total surplus in funds contributed on 
behalf of the disabled of $38 million at 
the end of fiscal year 1976, a decrease 
of $37 million during the fiscal year. 
Thus, the total surplus for both the aged 
and disabled would be $70 million at the 
end of 1976 if all assumptions were real¬ 
ized exactly. This U about l Mi percent 
of anticipated outlays in fiscal year 1976. 

IV. Standard Premium Rate. The 
Bocial Security Amendments of 1972 
(Public Law 92-603 >, enacted October 30. 
1972. provided that the standard pre¬ 
mium rate to be paid by all enrollees is 
to be the smaller of: 

A. The monthly adequate actuarial 
rate for enrollees age 65 and over, or 

B. The premium rate most recently 
promulgated, increased in proportion to 
any increases In the old-age. survivors, 
and disability insurance (OASDI» bene¬ 
fit table between June 1 immediately 
preceding the current promulgation date 
and what is currently scheduled for the 
June 1 immediately following the pro¬ 
mulgation date. 

At the time Pub. L. 92-603 was en¬ 
acted, the law also provided that any 
automatic increase in OASDI benefits 
based on increases in the consumer price 
index would be announced before Novem¬ 
ber 1 and would be effective the following 
January 1. Thus, under the law in effect 
at that time, the table of benefits which 
would be In effect for the following June 
wax provided in the law at the time the 
part B premium was to be promulgated— 
December of each year. 


Public Law 93-233. enacted December 
31. 1973, however, changed the effective 
date of any automatic OASDI increases 
to June 1 of a year and provided that the 
announcement of the Increase would be 
made after the end of the first calendar 
quarter and prior to May 15 of that year. 
Thus, the benefit rate now scheduled In 
the law for June 1975 is the same as that 
scheduled for June 1974 when the last 
benefit Increase occurred. 

Thus, the $6.70 premium rate for fiscal 
year 1975 cannot be increased without a 
change in the law and must be promul¬ 
gated as the premium rate for the 
twelve month period beginning July 1975. 
Because of the structure of current law\ 
this situation is likely to reoccur each 
year unless remedial legislation is en¬ 
acted. 

|PR Doc.76-143 Filed l-6-75;8:46 am) 


Social Security Administration 

ADVISORY COUNCIL ON SOCIAL 
SECURITY 

Notice of Public Meeting 

Notice is hereby given, pursuant to 
Pub. L. 92-463. that the Advisory Coun¬ 
cil on Social Security, established pur¬ 
suant to section 706(a) of the Social Se¬ 
curity Act. as amended, will meet on 
Saturday, January 18.1975, from 10 a m. 
to 6 p.m., and 8 p.m to 10:30 p.m., and 
on Sunday, January 19. 1975 from 9 a.m. 
to 5:30 p.m. in the Mt. Vernon Room, 
8hcraton-Carlton Hotel. 16th and K 
Streets NW., Washington, D.C. Begin¬ 
ning at 6 p.m. on Saturday. January 18. 
two subcommittees of the Advisory 
Council will meet at the same location. 
One subcommittee deals with social se¬ 
curity financing, the other with treat¬ 
ment of men and women under social 
security with respect to sex and marital 
status. A Task Force on tire Purposes. 
Objectives, and Principles of the Social 
Security Program will also meet at 6 p m. 
on Saturday, January 18 at the same 
location. The meetings of the Advisory 
Council, its subcommittees and task 
force are open to the public. 

Further Information- on the Council 
and the task force may be obtained from 
John Trout, Executive Secretary’ of the 
Council. Room 440. Altmeyer Building. 
Bocial Security Administration. 6401 Se¬ 
curity Boulevard. Baltimore, Maryland 
21235, telephone (301) 594-2510. Further 
information on the Councils subcom¬ 
mittee on financing may be obtained 
from Mary Ross. Executive Secretary of 
the Subcommittee, Room 438. Altmeyer 
Building, telephone (301) 594-2514. Fur¬ 
ther information on the Council's sub¬ 
committee on treatment of men and 
women under social security may be ob-_ 
tained from James Crum, Executive Sec¬ 
retary of the Subcommittee. Room 454, 
Altmeyer Building, telephone (301) 
594-2534. Members of the public plan¬ 
ning to attend should send written no¬ 
tice of intent to the Executive Secretary. 

(Catalog of Federal Domestic Assistance Pro¬ 
grams Number# 13 800-13 807. Social Security 
Programs) 


Dated: December 24. 1974. 

John Trout. 

Executive Secretary , 

Advisory Council on Social Security 

I PR Doc.76-370 Plied 1-6-75; 8:45 am) 

DEPARTMENT OF 
TRANSPORTATION 
Federal Aviation Administration 

GENERAL AVIATION ACCIDENT 

PREVENTION ADVISORY COMMITTEE 

Notice of Renewal 

Notice is hereby given that the Gen¬ 
eral Aviation Accident Prevention Advi¬ 
sory Committee, sponsored by the Flight 
Standards Service, is being renewed. 
The Committee assists in the effort to 
reduce the general aviation accident rate 
by providing the FAA with advice and 
recommendations reflecting the knowl¬ 
edge and views of all levels of the gen¬ 
eral aviation community. Most recently, 
the Committee has been working on 
methods to make timely and real 
weather information more readily avail¬ 
able to pilots. 

The Secretary of Transportation has 
determined that the formation and use 
of the General Aviation Accident Pre¬ 
vention Advisory Committee is necessary 
in the public interest in connection with 
the performance of duties Imposed on 
the Federal Aviation Administration by 
law. 

Issued in Washington. D.C. on Decem¬ 
ber 30. 1974. 

B. J. Wilkes, 

Chairman. General Aviation 
Accident Prevention Advisory 
Committee. 

[FR Doc.75-421 Piled 1-6-75:8:45 a ml 

ATOMIC ENERGY COMMISSION 

| Docket No. 50-3171 

BALTIMORE GAS AND ELECTRIC CO. 

Notice of Issuance of Amendment to 
Facility Operating License 

Notice is hereby given that the US. 
Atomic Energy Commission (the Com¬ 
mission) has issued Amendment No. 8 to 
Facility Operating License No. DPR^-53 
issued to Baltimore Gas and Electric 
Company which revised Technical Speci¬ 
fications for operation of the Calvert 
Cliffs Nuclear Power Plant. Unit 1. lo¬ 
cated In Calvert County. Maryland. The 
amendment is effective as of Its date of 
Issuance. 

The amendment modifies the Specifi¬ 
cations to delete the applicability of some 
requirements related to calibration of 
power channels and setting in-core de¬ 
tector alarms during escalation-to-power 
testing and to add special requirements, 
applicable only to escalation-to-power 
testing, for power channel calibration 
and in-corc detector alarms. 

The application for the amendment 
complies with the standards and require¬ 
ments of the Atomic Energy Act of 1954. 
as amended (the Act), and the Commis¬ 
sion's rules and regulations. The Commis- 
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sion has made appropriate findings as 
required by the Act and the Commis¬ 
sion's rules and regulations in 10 CFR 
Chapter I. which are set forth In the li¬ 
cense amendment. 

For further details with respect to this 
action, see (1) the application for 
amendment, dated December 24. 1974. 
• (2) Amendment No. 8 to License No. 
DPR-53, with any attachments, and 
(3) the related safety evaluation con¬ 
tained in the Commission's letter to Bal¬ 
timore Gas and Electric Company. All 
of these Items are available for public 
Inspection at the Commission’s Public 
Document Room. 1717 H Street. NW. # 
Washington. D.C.. and at the Calvert 
County Library. Prince Frederick. Mary¬ 
land 20678. 

A copy of items (2) and (3) may be 
obtained upon request addressed to the 
U.8. Atomic Energy Commission. Wash¬ 
ington. D.C. 20545, Attention: Deputy 
Director for Reactor Projects. Director¬ 
ate of Licensing—Regulation. 

Dated at Bethesda, Maryland, tills 
27th day of December 1974. 

For the Atomic Energy Commission. 

George W. Rivenbark. 

Acting Chief . Light Water Re¬ 
actor s, Project Branch 1-3, 
Directorate of Licensing, 

|FR Doc.75-362 Filed 1-6-75:8:45 am) 


1 Docket No. 50-3241 

BRUNSWICK STEAM ELECTRIC PLANT, 
UNIT 2 

Notice of Availability of Initial Decision of 
the Atomic Safety and Licensing Board 
and Issuance of a Facility Operating 
License 

Pursuant to the National Environ¬ 
mental Policy Act of 1969 and the United 
States Energy Commission's regulations 
in Appendix D. section A.9 and A.U. to 
10 CFR Part 50. notice is hereby given 
that an Initial decision, dated Decem¬ 
ber 26, 1974, by the Atomic Safety and 
Licensing Board In the above captioned 
proceeding authorizing issuance of an 
operating license to Carolina Power & 
Light Company for authorization to 
operate the Brunswick Steam Electric 
Plant, Unit 2 facility located at the li¬ 
censee's site on the Cape Fear River, near 
Southport In Brunswick County, North 
Carolina, Is available for Inspection by 
the public In the Commission's Public 
Document Room at 1717 H Street. NW., 
Washington. D.C. and In the Southport- 
Brunswick County Library. 109 W. Moore 
Street, 8outhport. North Carolina 28461. 

The initial decision Is also being made 
available at the Office 6f Intergovern¬ 
mental Relations, 116 West Jones Street, 
Raleigh. North Carolina 27603 and at the 
Cape Fear Council of Governments. 1 
North Third, Suite 206, Wilmington, 
North Carolina 28401. 

The initial decision of the Atomic 
Safety and Licensing Board modified tn 
certain respects the contents of the final 
environmental statement prepared by 
the Commission's Directorate of Licens¬ 
ing relating to the operation of the 
Brunswick Steam Electric Plant. Unit 2. 


A copy of this final environmental state¬ 
ment Is also available for public inspec¬ 
tion at the above designated locations. 

Pursuant to the provisions of 10 CFR 
Part 50. Appendix D. 8eclion A.11, the 
final environmental statement is deemed 
modified to the extent that the findings 
and conclusions relating to environmen¬ 
tal matters contained in the initial deci¬ 
sion are different from those contained 
in the final environmental statement, 
dated January 1974. As required by Sec¬ 
tion A.ll of Appendix D, copies ot the 
initial decision by the Atomic SaXety and 
Licensing Board and the final environ¬ 
mental statement liave been transmitted 
to the Council on Environmental Quality 
and made available to the public as noted 
herein. 

Pursuant to the above mentioned ini¬ 
tial decision, the Atomic Energy Com¬ 
mission (the Commission) has issued Fa¬ 
cility Operating License No. DPR-62 to 
Carolina Power & Light Company for 
operation of the Brunswick Steam Elec¬ 
tric Plant, Unit 2, a boiling water reactor, 
at steady state reactor core levels not to 
exceed 2436 megawatts thermal The li¬ 
cense is effective as of its date of Issuance 
and shall expire on February 6. 2010. 

In addition to the Initial decision, 
copies of (1) Facility Operating License 
No. DPR-62, (2) the report of the Ad¬ 
visory Committee on Reactor Safeguards, 
dated December 11, 1973, (3) the Direc¬ 
torate of Licensing's Safety Evaluation, 
dated November 1973, (4) Supplement 
No. 1 to the safety evaluation, dated Jan¬ 
uary 31, 1974, (5) Supplement No. 2 to 
the safety evaluation, dated December 
23, 1974. (6) the final safety analysis 
report and amendments thereto. (7) the 
applicant's environmental statement, 
dated June 15. 1973 and (8) the final 
environmental statement, dated January 
1974. are available for public inspection 
at the above designated locations in 
Washington, D.C. and In Southport and 
Wilmington. North Carolina. Single cop¬ 
ies of the initial decision by the Atomic 
Safety and Licencing Board, Facility Op¬ 
erating License No. DPR-62, the final 
environmental statement, and the safety 
evaluation and amendments may be ob¬ 
tained upon request addressed to the U S. 
Atomic Energy Commission. Washington. 
D.C. 20545. Attention: Deputy Director 
for Reactor Projects. Directorate of Li¬ 
censing. 

Dated at Bethesda. Maryland, this 
27th day of December 1974. 

For the Atomic Energy Commission. 

Raymond R Powell, 
Acting Chief. Light Water Reac¬ 
tors Project Branch 1-2, Di¬ 
rectorate of Licensing. 

[FR Doc.75-663 Piled 1-6-75:8:46 am] 


(Docket No 50-265] 

COMMONWEALTH EDISON CO. AND IOWA- 
ILLINOIS GAS AND ELECTRIC CO. 

Notice of Proposed Issuance of Amend¬ 
ment to Facility Operating License 

The Atomic Energy Commission (the 
Commission) is considering the issuance 
of an amendment to Facility Operating 


License No. DPR-30 issued to the Com¬ 
monwealth Edison Company (acting for 
itself and on behalf of the Iowa-IllinoLs 
Gas &nd Electric Company) for operation 
of Quad-Cities Unit 2 (the facility), a 
boiling water reactor located in Rock 
Island County, Illinois, and currently 
authorized for operation at power levels 
up to 2511 MWt. 

The amendment would clrnngo the 
provisions of the Technical Specifications 
to permit operation of the facility using 
a partial fuel loading of 8X8 fuel assem¬ 
blies and with modifications to the re¬ 
actor vessel safety and relief valves In 
accordance with the licensee's applica¬ 
tion for license amendment dated Decem¬ 
ber 13.1974. 

Prior to issuance of the proposed 
license amendment, the Commission will 
have made the findings required by the 
Act and the Commission's regulations. 

Any person whose Interest may be 
affected by the proceeding may file a 
request for a hearing in the form of a 
petition for leave to Intervene with re¬ 
spect ti* the issuance of the amendment 
to the subject facility operating license 
on or before February 6, 1975. Petitions 
for leave to Intervene must bo filed under 
oath or affirmation in accordance with 
the provisions of S 2.714 of 10 CFR Part 
2 of the Commission’s regulations. A 
petition for leave to intervene must set 
forth the Interest of the petitioner In 
the proceeding, how that interest may be 
affected by the results of the proceeding, 
and the petitioner's contentions with re¬ 
spect to the proposed licensing action. 
Such petitions must be filed in accord¬ 
ance with the provisions of this Federal 
Register notice and 1 2.714. and must be 
filed with the Secretary of the Commis¬ 
sion, U.S. Atomic Energy Commission, 
Washington, D.C. 20545, Attention: 
Docketing and Service Section by Febru¬ 
ary 6,1975. A copy of the petition and/or 
request for a hearing should be sent to 
the Chief Hearing Counsel, Office of the 
Oeneral Counsel. Regulation. U.S. Atomic 
Energy Commission. Washington. DC. 
20545 and to John W. Rowe. Esquire, the 
attorney for the applicant, One First 
National Plaza, Chicago. Illinois 60670. 

A petition for leave to intervene must 
bo accompanied by a supporting af¬ 
fidavit which identifies the specific as¬ 
pect or aspects of the proceeding as to 
which intervention is desired and speci¬ 
fies with particularity the facts on which 
the petitioner relies as to both his in¬ 
terest and Ills contentions with regard 
to each aspect on which intervention 
is requested. Petitions stating conten¬ 
tions relating only to matters outside 
the Commission's Jurisdiction will be 
denied. 

All petitions will be acted upon by 
the Commission or the licensing board 
designated by the Chairman of the 
Atomic Safety and Licensing Board 
Panel. Timely petitions will be con¬ 
sidered to determine whether a hearing 
should b^ noticed or another appropri¬ 
ate order issued regarding the disposi¬ 
tion of the petitions. 

In the event that a hearing is held and 
a person is permitted to intervene, he 
becomes a party to the proceeding and 
has a right to participate fully in the 
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conduct of the hearing. For example, he 
may present evidence and examine and 
cross-examine witnesses. 

For further details with respect to this 
action, see (1) the application for 
amendment dated December 13, 1974, 
(2) the Technical Report on the Oen- 
cral Electric Company 8x8 Fuel As¬ 
sembly dated February 5. 1974. by the 
Directorate of Licensing, and <3> the 
Report of the Advisory Committee on 
Reactor Safeguards dated February 12. 
1974. which are available for public in¬ 
spection at the Commission's Public 
Document Room, 1717 H Street, NW.. 
Washington. D. C. t and at the Moline 
Public Library at 504—17th Street, 
Moline, Illinois 61265. As the Safety 
Evaluation report to be prepared by the 
Directorate of Licensing on the applica¬ 
tion and the license amendment become 
available, they may be inspected at the 
above locations and a single copy of each 
may be obtained. A single copy of items 
<2> and <3> above may be obtained upon* 
request addressed to the U. 8. Atomic 
Energy Commission. Washington, D. C. 
20545, Attention: Deputy Director for 
Reactor Projects. Directorate of Li¬ 
censing—Regula Uon. 

Dated at Bethesda, Maryland, this 
26th day of December, 1974. 

For the Atomic Energy Commission. 

Fredric D. Anderson, 
Acting Chief . Operating Reac¬ 
tors Branch # 2. Director¬ 
ate o/ Licensing. 

|FU Doc.75-358 Filed 1-6- 75:6:45 ami 


| Docket No. 60-213) 

CONNECTICUT YANKEE ATOMIC POWER 

CO. (HADDAM NECK NUCLEAR POWER 

PLANT) 

Notice of Issuance of a Facility Operating 
License 

Notice Is hereby given that the U.S. 
Atomic Energy Commission (the Com¬ 
mission) has issued Facility Operating 
Ltcense No. DPR-61 to Connecticut 
Yankee Atomic Power Company (li¬ 
censee) authorizing operation of the 
Hnddam Neck Plant at steady state re¬ 
actor core power levels not in excess of 
1825 megawatts (thermal), in accord¬ 
ance with the provisions of the license 
and the Technical Specifications. The 
Haddam Neck Plant is a pressurized 
light-water nuclear reactor located In 
the town of Haddam, Middlesex County, 
Connecticut. 

The Haddam Neck Plant has been op¬ 
erated since June 30, 1967, under Provi¬ 
sional Operating License No. DPRr-14. 
Facility Operating License No. DPR^-81 
supersedes Provisional Operating Li¬ 
cense No. DPRr-14 in its entirety. 

Notice of Proposed Issuance of Full- 
Term Operating License was published 
in the Federal Register on July 13, 1971 
<36 Fit 13051) and a Supplementary No¬ 
tice was published in the Federal Reg¬ 
ister on July 18, 1973 (38 FR 19149). The 
full-term operating license was not is¬ 
sued previously, pending review r of the 
environmental considerations required 
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by the September 9. 1971, revision of Ap¬ 
pendix D to 10 CFR Part 50. The Regu¬ 
latory staff lias completed its review and 
the final environmental statement was 
issued in October 1973, notice of which 
was published in the Federal Register 
on October 3, 1973 (38 FR 27434). 

The Commission has made appropriate 
findings as required by the Atomic Ener¬ 
gy Act of 1954, as amended (the Act). and 
the Commission's rules and regulations 
in 10 CFR Chapter I, which are set forth 
in the license. The application for the li¬ 
cense complies with the standards and 
requirements of the Act and the Commis¬ 
sion's rules and regulations. 

The license Ls effective as of its date of 
issuance and shall expire on May 26,2004. 

For further information concerning 
this action, see copies of <1) Facility Op¬ 
erating License No. DPRr-61, complete 
with technical specifications; (2) # the 
Commission's final environmental state¬ 
ment for the Haddam Neck Plant, dated 
October 1973; (3) the licensee's applica¬ 
tion for conversion of Provisional Op¬ 
erating License No. DPR- 14 to a full- 
term operating license, dated December 
31,1969; (4) the licensee’s environmental 
report, dated June 27. 1972, as nmended; 

(6) the report of the Advisory Committee 
on Reactor Safeguards, dated April 7. 
1971; (6) a related safety evaluation pre¬ 
pared by the Commission's Directorate of 
Licensing, dated July 1. 1971; and (7) 
Supplement to the safety evaluation pre¬ 
pared by the Commission's Directorate 
of Licensing, dated December 27, 1974, 
which are available for public inspection 
at the Commission’s Public Document 
Room at 1717 H Street NW., Washington. 
D.C., and at the Russell Library. 119 
Broad Street, Middletown. Connecticut. 

A copy of items (1), (2), (5), (fl), and 

(7) may be obtained upo i request ad¬ 
dressed to the United States Atomic En¬ 
ergy Commission. Washington. D.C. 
20545. Attention: Deputy Director for 
Reactor Projects, Directorate of Licens¬ 
ing—Regulation. 

Dated at Bethesda. Maryland, this 27th 
day of December, 1974. 

For the Atomic Energy Commission. 

Robert A. Purple, Chief . 

Operating Reactors Branch No. 1 . 

Directorate of Licensing . 

(FR Doc. 75-361. Filed 1-6-75: 8:45 am) 


(Docket No. 60-298] 

NEBRASKA PUBLIC POWER DISTRICT 

Notice of Issuance of Amendment to 
Facility Operating License 

Notice is hereby given that the U.S. 
Atomic Energy Commission (the Com¬ 
mission) has issued Amendment No. 9 to 
Facility Operating License No. DPR-46 
issued to Nebraska Public Power District 
which revised Appendix B. Environmen¬ 
tal Technical Specifications for opera¬ 
tion of the Cooper Nuclear Station, lo¬ 
cated in Nemaha County. Nebraska. The 
amendment is effective as of its date of 
issuance. 

The amendment permits modification 
to the Environmental Technical Specifi- 
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cation. Maximum AT Across Condenser 
to more accurately define Intent. 

The amendment complies with the 
standards and requirements of the 
Atomic Energy Act of 1954, as amended 
(the Act), and the Commission's rules 
and regulations. The Commission has 
made appropriate findings as required by 
the Act and the Commission's rules and 
regulations in 10 CFR Chapter I, which 
arc set forth in the license amendment. 

For further details with respect to this 
action, see ( 1 ) Amendment No. 9 to Li¬ 
cense No. DPR-46 with any attachments, 
and (2> the letter to Nebraska Public 
Power District transmitting Amendment 
No. 9 and containing details relating to 
the Regulatory staff's review of the ap¬ 
plication. dated December 27,1974. All of 
these Items are available for public in¬ 
spection at the Commission's Public 
Document Room. 1717 H Street NW.. 
Washington, D.C. and at the Auburn 
Public Library. 1118-15th Street. Auburn. 
Nebraska 68305. 

A copy of item? (1) and (2) may be 
obtained upon request addressed to the 
U S. Atomic Energy Commission, Wash¬ 
ington. D.C. 20545. Attention: Deputy Di¬ 
rector for Reactor Projects. Directorate 
of Licensing—Regulation. 

Dated at Bethesda, Maryland, this 27th 
day of December 1974. 

For the Atomic Energy Commission. 

Fredric Anderson. 

Acting Chief, Operating Reac¬ 
tors Brnn^h No. 2, Directorate 
of Licensing. 

rPR Doc.75-364 Filed I-6-75;8:45 am] 


(Docket No. 50-1331 

PACIFIC GAS AND ELECTRIC CO. 

Notice of |-s»nncc of Amendment to 
Facility Operating License 

Notice is hereby given that the U S. 
Atomic Energy Commission (the Com¬ 
mission) has issued Amendment No. 6 
to Facility Operating License No. DPR^7 
issued to Pacific Oas and Electric Com¬ 
pany which revised Technical Specifica¬ 
tions for operation of the Humboldt Bay 
Power Plant Unit No. 3. located near Eu¬ 
reka, California. The amendment is ef¬ 
fective as of its date of Issuance. 

This amendment incorporates: (1) 
Changes in the Technical Specifications 
necessary to permit operation* of the 
Humboldt Bay reactor with the reload 
core (Cycle 10), and (2) a reduction in 
the rated thermal power (maximum 
power level) from 240 MWt to 220 MWt. 

The applications for the amendment 
comply with the standards and require¬ 
ments of the Atomic Energy Act of 1954, 
as amended (the Act>. and the Commis¬ 
sion's rules and regulations. The Com¬ 
mission has made appropriate findings 
as required by the Act and the Commis¬ 
sion's rules and regulailoas In 10 CFR 
Chapter I. which arc set forth in the li¬ 
cense amendment. 

For further details with respect to this 
action, see (1) the applications for 
amendment dated October 18, 1974 and 
November 19,1974, (2) Amendment No. 6 
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to License No. DPR-7 with Change No. 
48. and (3) the Commission's related 
Safety Evaluation. All of these items are 
available for public inspection at the 
Commission's Public Document Room. 
1717 H Street NW.. Washington. D.C. and 
at the Public Information Office of the 
Commission's San Francisco Operations 
Office at 1333 Broadway, Oakland, Cali¬ 
fornia 94612. A copy of items (2) and (3) 
may be obtained upon request addressed 
to the U.S. Atomic Energy Commission, 
Washington. D.C. 20545. Attention: 
Deputy Director for Reactor Projects. 
Directorate of Licensing—Regulation. 

Dated at Bethesda, Maryland, this 
24th day of December, 1974. 

For the Atomic Energy Commission. 

Frederic D. Anderson. 

Acting Chief . Operating Reac¬ 
tors Branch No . 2, Director¬ 
ate Of Licensing . 

[FR Doc.75-366 Filed 1-6-75:8:45 am) 


(Docket No. 60-133! 

PACIFIC GAS AND ELECTRIC CO. 

Order for Modification of License 

In the matter of Pacific Gas and Elec¬ 
tric Company (Humboldt Bay Power 
Plant Unit No. 3). 

L The Pacific Gas and Electric Com¬ 
pany (the licensee) is the holder of Facil¬ 
ity License DPR-7. which authorizes op¬ 
eration of the Humboldt Bay Power 
Plant Unit No. 3 (the plant) in Eureka, 
California. Tills license expressly pro¬ 
vides. inter alia, that it is subject to all 
rules, regulations and orders of the Com¬ 
mission now or hereaftA in effect. 

H. On November 14. 1972, the AEC 
Regulatory Staff (the staff) issued a re¬ 
port entitled 'Technical Report on Dens- 
ifleation of Light Water Reactor Fuels" 
(the report). By letter of November 20. 
1972, the staff requested the licensee to 
submit analyses and data specified in the 
report Related to determining the conse¬ 
quences of fucFdcnsiflcaUon for normal 
operation of the plant, for operation of 
the plant during various maneuvers and 
transients, and under postulated acci¬ 
dents situations, including the design 
basis loss-of-coolant accidents. On Jan¬ 
uary 4. 1973, the licensee provided the 
requested information including, by ref¬ 
erence. the Genera! Electric Company 
Report NEDM-10735. "Densificatlon 
Considerations in BWR Fuel Design and 
Performance" dated December. 1972. The 
staff reviewed densificatlon considera¬ 
tions for boiling water reactor fuels and 
issued reports for both GE fuel designs 
and Exxon fuel designs. The "Technical 
Report on Densificntion of Oeneral Elec¬ 
tric Reactor Fuels'* was Issued on Au¬ 
gust 23. 1973. and a supplement was is¬ 
sued on December 14.1973. The "Techni¬ 
cal Report on Densificatlon of Exxon 
Nuclear BWR Fuels" was issued on Sep¬ 
tember 4.1973. and a supplement was Is¬ 
sued on December 17.1973. 

These reports were transmitted to the 
licensee on August 19. 1974, along with 
a request for analysis In conformity with 


these staff reports to account for fuel 
densificatlon in the Humboldt Bay core. 

On June 21. 1974. the licensee re¬ 
quested an extension of time until 
March 31. 1975. in which to submit an 
evaluation of ECCS performance for the 
Humboldt Bay plant In acco rdance with 
the requirements of 10 CFR 50.46. This 
extension was granted by the Director 
of Regulation on August 5, 1974. pro¬ 
vided a preliminary evaluation of ECCS 
performance was submitted by October 
31, 1974. This was subsequently extended 
until the end of the refueling outage 
scheduled for completion on December 
6. 1974. A preliminary evaluation was 
submitted on December 11, 1974. 

During the course of staff review In 
connection with the extension granted 
on October 31. 1974. it appeared that the 
licensee had not properly considered the 
effects of fuel densificatlon in connection 
with facility operation including its ef¬ 
fects on ECCS cooling performance. The 
licensee was so informed by our letter 
dated November 27. 1974 and in its De¬ 
cember 11, 1974 suhmlttal, the licensee 
included certain restrictions on maxi¬ 
mum heat flux which the licensee indi¬ 
cated would assure conformance to the 
IAC limits on peak clad temperatures. 
These limitations were also based upon 
a maximum steady state power level of 
220 MWt. corresponding to a requested 
change in the license to lower the maxi¬ 
mum power level from 240 MWt to 220 
MWt. This change was effected by li¬ 
cense amendment issued December 24, 
1974. These limits establish an upper 
bound on linear heat generation rate 
which In turn limits calculated peak clad 
temperatures, and. accordingly, facility 
operation should be restricted so as not 
to exceed these limits. However, the li¬ 
censee's analysis of the effects of densl- 
fication has not been adequately de¬ 
scribed and still does not take properly 
Into account the considerations set forth 
In the staff technical reports on GE and 
Exxon fuels referenced above. 

With respect to the effects of fuel den¬ 
sificatlon on ECCS cooling performance, 
the licensee has employed a very con¬ 
servative value of gap conductance of 
300 BTU/hr-ft*-*F. 

Although the licensee has not properly 
treated pellet shrinking and power 
spikes, the low value of gap conductance 
would more than compensate for possible, 
power spiking or for determining Initial 
stored energy for ECCS cooling perform¬ 
ance calculations, provided that cladding 
collapse does not occur and that there 
are no large axial gaps. Similarly, with 
respect to ECCS cooling performance 
considerations in connection with In¬ 
terim Acceptance Criteria, the effects of 
densificatlon on initial stored energy 
used in these calculations for Humboldt 
Bay would be conservative, provided 
cladding collapse does not occur and 
there are no large axial gaps. 

Thus far. no fuel collapse or large 
axial gaps have appeared in Humboldt 
Bay fuels, even for fuels which have un¬ 
dergone the full expected lifetime ex¬ 
posure of four refueling cycles. Over the 
course of operation of Humboldt Bay, 


which has thus far completed nine such 
cycles, there have been many fuel ele¬ 
ments which have experienced full life¬ 
time fuel burnup without clad collapse 
appearing on post lrradltion inspection. 
Further, post irradiation examinations, 
some of which have recently been In¬ 
spected by the staff, have shown no 
tendency to reveal large axial gaps. 

Further, major axial gaps would not 
be anticipated with the fuels used in 
Humboldt Bay since both types of fuel. 
GE and Exxon, are of sufficient, 94.3 and 
93.5 percent TD, respectively, to be clas¬ 
sified as stable fuel and tbc fuel column 
length of 77 Inches is sufficiently short to 
reduce their probability of large axial 
gap formation. 

Although these considerations provide 
assurance that cladding collapse and 
major axial gap formation would be un¬ 
likely for some time, the absence of ade¬ 
quate analytical treatment makes pre¬ 
diction of the time to collapse beyond 
a short period imprudent. The staff be¬ 
lieves that operation beyond 60 days 
should not be authorized in the absence 
of an adequate analytical assessment of 
the effects of fuel densificatlon which 
satisfies the considerations set forth in 
the Technical Reports on OE and Exxon 
fuels referenced above. Moreover, oper¬ 
ation during this period should be re¬ 
stricted to the maximum heat-flux val¬ 
ues set forth in the licensee's Decem¬ 
ber 11, 1974 submittal. 

m. In view of the foregoing, the Act¬ 
ing Director of Licensing finds that the 
public health, safety, and interest re¬ 
quire that the following Order be made 
effective immediately. Pursuant to the 
Atomic Energy Act of 1954, as amended, 
the Commission's regulations in 10 CFR 
§5 2.204 and 50.54. 

It is ordered that: 

1. Effective immediately. Specification 
V.B.l.b.(2) of the Technical Specifica¬ 
tions for Facility License No. DPR-7 U 
hereby amended to Include as operating 
limits, the following restrictions on 
Maximum Heat Flux. 

(2) Maximum Heat F7ux—Peak fuel 
rod heat flux shall not exceed the fol¬ 
lowing values when evaluated at 125% 
of the rated power level: 
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2. As soon as practicable but In no 
event later tlian 60 days from the date 
of this Order, the licensee shall submit 
an analysis of the effects of fuel densi- 
fication for the Humboldt Bay core as 
required by the "Technical Report on 
Densificatlon of General Electric Reactor 
Fuels" dated August 23.1973. and supple¬ 
ment thereto, dated December 14. 1973. 
and the "Technical Report on Denotifica¬ 
tion of Exxon Nuclear BWR Fuels" dated 
September 4. 1973, and supplement 
thereto, dated December 17, 1973. 
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TV. On or before February 6, 1975, the 
licensee may file a request for a hearing 
with respect to this order. Also within the 
same time period any other person whose 
interest may be affected may file a re¬ 
quest for a hearing with respect to this 
order in ac cordance with the provisions 
of 10 CFR 5 2.714 of the Commission's 
rules of practice. If a request for a hear¬ 
ing is filed within the time prescribed 
herein, the Commission will Issue a notice 
of hearing or an appropriate order. 

For further details with respect to this 
action, see (1) the licensee's submittal 
dated December 11, 1974. (2) the staff’s 
technical report on Densification of Light 
Water Reactor Fuels dated November 14, 
1972, <3) the staff's Technical Report on 
Demificatlon of General Electric Reactor 
Fuels dated August 23, 1973, and supple¬ 
ment thereto dated December 14, 1973, 
<4 > the staff's Technical Report on Den¬ 
sification of Exxon Nuclear BWR Fuels 
dated September 4, 1973 and supplement 
thereto dated December 17,1973, (5) the 
licensee's submittal dated October 18, 
1974, (6) the licensee's submittal dated 
November 19. 1974, <7> Amendment No. 
6 to Facility License No. DPR-7 with 
Change No. 48 and (8) the Commission's 
related Safety Evaluation. All of these 
items are available at the Commission's 
Public Document Room. 1717 H Street, 
NW.. Washington, D.C. and at the Public 
Information Office of the Commission's 
San Francisco Operations Office at 1333 
Broadway, Oakland. California 94012. 

A single copy each of items <7) and 
(8) may be obtained upon request ad¬ 
dressed to the U S. Atomic Energy Com¬ 
mission, Washington. D.C. 20545, Atten¬ 
tion: Deputy Director for Reactor Proj¬ 
ects. Directorate of Licensing. Regula¬ 
tion. 

Dated at Bethesda. Maryland this 24th 
day of December. 1974. 

For the Atomic Energy Commission. 

Edson G. Cask. 

Acting Director . 

Directorate of Licensing. 

|Fit Doc.75-307 Plied l-G?5;8:45 am] 


REGULATORY GUIDES 
Notice of Issuance and Availability 

The Atomic Energy Commission has Is¬ 
sued two new guides in its Regulatory 
Guide Series. This series has been devel¬ 
oped to describe and make available to 
the public methods acceptable to the A EC 
Regulatory staff of implementing specific 
parts of the Commission’s regulations 
and, in some cases, to delineate tech¬ 
niques used by the staff in evaluating spe¬ 
cific problems or postulated accidents and 
to provide guidance to applicants con¬ 
cerning certain of the information needed 
by the staff in its review of applications 
for permits and licenses. 

Regulatory Guide 1.92, “Combination 
of Modes and Spatial Components in 
Seismic Response Analysis," describes 
methods acceptable to the Regulatory 
staff for combining the values of the re¬ 
sponse of individual modes and the re¬ 
sponse to the three independent spatial 


components of an earthquake in a seismic 
dynamic analysis of a nuclear power 
plant structure, system, or component. 

Regulatory Guide 1.93, “Availability of 
Electric Power Sources." describes oper¬ 
ating procedures and restrictions accept¬ 
able to the Regulatory staff that should 
be Implemented If the available electric 
power sources arc less than the limiting 
conditions for operation. This guide is 
applicable to single- and multi-unit 
plants, including multi-unit plants that 
share the required electric power sources. 

Comments and suggestions in connec¬ 
tion with (1) Items for Inclusion In 
guides currently being developed < listed 
bdow> or (2) improvements In all pub¬ 
lished guides arc encouraged at any time. 
Public comments on Regulatory Guides 
1.92 and 1.93 will, however, be particu¬ 
larly useful In evaluating the need for 
early revisions if received by March 10. 
1975. 

Comments should be sent to the Secre¬ 
tary of the Commission. U.S. Atomic 
Energy Commission. Washington. D.C, 
20545, Attention: Docketing and Service 
Section. 

Regulatory Guides are available for 
inspection at the Commission's Public 
Document Room, 1717 H Street NW.. 
Washington, D.C. Requests for single 
copies of issued guides (which may be 
reproduced) or for placement on an 
automatic distribution list for single 
copies of future guides should be made 
in writing to the Director of Regulatory 
Standards, U.S. Atomic Energy Commis¬ 
sion, Washington. D C. 20545. Telephone 
requests cannot be accommodated. 
Regulatory Guides are not copyrighted 
and Commission approval U not required 
to reproduce them. 

Other Division 1 Regulatory Guides 
currently being developed include the 
following: 

Primary Reactor Containment (Concrete) 
Detign and Analysis 

Prevention of Fracture of Structural Discon¬ 
tinuities in Reactor Pressure Vestel 
Material Limitations for Component Sup¬ 
ports 

Protection Against Postulated Events and 
Accidents Outside of Containment 
Fracture Toughness Requirement for Ma¬ 
terials for Class 2 and 3 Components 
Maintenance of Water Purity in PWR Sec¬ 
ondary Systems 

Criteria for Heatup and Cooldown Procedures 
Effects of Residual Elements on Predicted 
Radiation Damage 

Surveillance Testing and Inservice Inspec¬ 
tion of Thermal Barrier and Steam Gen¬ 
erator Materials In High-Temperature 
Gas-Cooled Reactors 

Surveillance and PostliradUUon Examina¬ 
tion of Fuel Rods In I^ead Assemblies 
Design Load Combinations for Compone n t 
Supports 

Interim Guide on Tornado Missiles 
Criteria for Plugging Steam Generator Tubes 
Structural Design Criteria for Fuel Assem¬ 
blies In Light-Water-Cooled Reactors 
Overhead Crane Handling Systems for Nu¬ 
clear Power Plants 

Recommended Procedure for Resin to ring Teat 
to Monitor Dcnslficatlon Stability of Pro¬ 
duction Fuel 

Tornado Design Classification 
Overpressure Protection of Low-Pressure Sys¬ 
tems Connected to Reactor Coolant Pres¬ 
sure Boundary 


Instrumentation for Light-Water-Cooled 
Nuclear Power Plants to Assess Plant Con¬ 
ditions During and Following an Accident 
Investigation of Material Underneath Nu¬ 
clear Power Plant Foundations 
Protective Coatings for Light-Water Nu¬ 
clear Reactor Containment r*ac ill ties 
Quality Assurance Requirements for Instal¬ 
lation. Inspection, and Testing of Mechan¬ 
ical Equipment and Systems 
Quality Assurance Requirements for Installa¬ 
tion. Inspection, and Testing of Structural 
Concrete and Structural Steel during the 
Construction Phase of Nuclear Power 
Plants 

Assumptions Used for Evaluating the Poten¬ 
tial Radiological Consequences of a BWR 
Radioactive Offgas 9y.Ucm Failure 
Fire Protection Criteria for Nuclear Power 
Plants 

Requirements for Auditing of Quality As¬ 
surance Programs tor Nuclear Power Plants 
Quality Assurance Requirements for Control 
of Procurement of Equipment. Materials, 
and Services for Nuclear Power Plants 
Quality Assurance Requirements for Lifting 
Equipment 

Maintenance and Testing of Batteries 
Qualification Test of Class IE Cables, Con¬ 
nections. and Field Splices for Nuclear 
Power Plants 

8clsmic Qualification of Class I Electric 
Equipment 

Design of Main Steam Lino Isolation Value 
Leakage Control Systems fer Direct Cycle 
Bolling Water Reactor Nuclear Power 
Plants 

Fuel Oil Supplies for Standby Diesel Gen¬ 
erators 

Quality Assurance Requirements for the 
Manufacture of Class IB Instrumentation 
and Electric Equipment for Nuclear 
Power Plants 

Assumptions Used for Evaluating the Poten¬ 
tial Radiological Consequences of a Liquid 
Radioactive Waste System Accident 
Containment Isolation Provisions 
Instrument Span and Setpoints 
Protection of Nuclear Power Plant Control 
Room Operators Against an Onsite Chlorine 
Release 

Initial Startup Testing Program for Facility 
Shutdown from Outside the Control Room 
Periodic Testing of Diesel Generators Quali¬ 
fication of Inspection. Examination, and 
Testing Personnel for Nuclear Facilities 
Quality Assurance Program Requirements for 
Nuclear Power Plant Fuels 
Testing of Nuclear Air Cleaning Systems 
Preoperatlonal and Initial Startup Testing 
of Feedwater Systems for BWRs 
Design Criteria for Overload Protection of 
Motor-Operated Valves 
Probable Maximum Storm Surge Flooding 
on Lakes and Sea Shores 
Protection of Nuclear Power Plants Against 
Industrial Sabotage 

Evaluation of Explosions Postulated fb Occur 
on Transportation Routes near Nuclear 
Power Plant Sites 

*<5 U.3.C. 652(a)) 

Dated at Rockville. Maryland this 26th 
day of December, 1974. 

For the Atomic Energy Commission. 

Lester Rogers. 

Director of Regulatory Standards . 

(Fit Doc.75-359 Filed 1-5-75:8:45 am) 


REGULATORY GUIDES 
Notice of Issuance and Availability 

The Atomic Energy Commission has Is¬ 
sued three new guides in its Regulatory 
Guide Series. This scries has been devel¬ 
oped to describe and make available to A 
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the public methods acceptable to the 
AEC Regulatory staff of Implementing 
specific parts of the Commission’s regula¬ 
tions and, in some cases, to delineate 
techniques used by the staff in evaluating 
specific problems or postulated accidents 
and to provide guidance to applicants 
concerning certain of the information 
needed by the staff in its review of appli¬ 
cations for permits and licenses. 

Regulatory Guide 3.25. "Standard For¬ 
mat and Content of Safety Analysis Re¬ 
ports for Uranium Enrichment Facili¬ 
ties." provides guidance on the prepara¬ 
tion of Safety Analysis Reports to be 
submitted with applications for permits 
and licenses for commercial uranium en¬ 
richment facilities. It outlines the safety- 
related technical Information on the na¬ 
ture of these facilities and the plans for 
their use that is needed by the Com¬ 
mission in its evaluation of applications 
for construction permits or operating 
licenses. 

Regulatory Guide 4.9. "Preparation of 
Environmental Reports for Commercial 
Uranium Enrichment Facilities." pro¬ 
vides guidance on the preparation of en¬ 
vironmental reports for commercial ura¬ 
nium enrichment facilities. It Identifies 
the information that should be Included 
in environmental reports accompanying 
applications for construction permits or 
operating licenses for these facilities. 

Regulatory Guide 545. "Standard 
Format and Content for the Special Nu¬ 
clear Material Control and Accounting 
Section of a Special Nuclear Material 
License Application." provides guidance 
on the preparation of the material con¬ 
trol and accounting section of special 
nuclear material license applications for 
all fuel cycle facilities, Including com¬ 
mercial uranium enrichment facilities. It 
identifies the information needed by the 
Commission In Us evaluation of the ap¬ 
plicant’s plans, procedures, and systems, 
including quality assurance 'programs 
for design, construction, and operation, 
related to nuclear material control and 
accounting. 

Regulatory Guides 3.25 and 5.45 refer 
to an AEC regulation being developed by 
the Regulatory staff but which has not 
been approved by the Commission or 
published for comment in the Federal 
Register. The guides are being issued 
to provide information to the public and 
guidance to the industry on information 
needed in possible future license applica¬ 
tions for privately owned uranium en¬ 
richment facilities. 

Comments and suggestion? in connec¬ 
tion with (1) items for inclusion in 
guides currently being developed or (2) 
Improvements in all published guides 
are encouraged at any time. Public com¬ 
ments on Regulatory Guides 3.25. 4.9, 
and 5.45 will, however, be particularly 
useful in evaluating the need for an 
early revision If received by March 10. 
1975. 

Comments should be sent to the Sec¬ 
retary of the Commission, U.8. Atomic 
Energy Commission. Washington, DC. 
20545, Attention: Docketing and Serv¬ 
ice Section. 


Regulatory Guides are available for 
Inspection at the Commission’s Public 
Document Room, 1717 H Street NW.. 
Washington. D.C. Requests for single 
copies of Issued guides (which may be 
reproduced or for placement on an 
automatic distribution list for single 
copies of future gutdes should be made 
in writing to the Director of Regulatory 
Standards. U.S. Atomic Energy Com¬ 
mission. Washington. D.C. 20545. Tele¬ 
phone requests cannot be accommodated. 
Regulatory Guides are not copyrighted 
and Commission approval Is not required 
to reproduce them. 

<6 us e. 552(a) > 

Dated at Rockville. Maryland this 
26th day of December 1974. 

For the Atomic Energy Commission. 

Lester Rogers. 

Director of Regulatory Standards . 

[FR Doc .7 5^365 Filed 1-8-75; 8:45 &m) 


[Docket Nos. 50-280 end 50-2811 

VIRGINIA ELECTRIC & POWER CO. 

Notice of Issuance of Amendments to 
Facility Operating Licenses 

No request for a hearing or petition 
for leave to Intervene having been filed 
following publication of the notice of 
proposed action in the Federal Register 
on November 20. 1974 (39 FR 40810). the 
Atomic Energy Commission (the Com¬ 
mission) has issued Amendments No. 4 
to Facility Operating Licenses No. DPR- 
32 and DPR-37 issued to Virginia Elec¬ 
tric & Power Company (VEPCO) which 
revLsed technical specifications for oper¬ 
ation of the Surry Power Station. Units 
1 and 2. located in Surry County. Vir¬ 
ginia. The amendments are effective as 
of the date of issuance. 

The amendments revise the provisions 
In the Technical 'Specifications relating 
to the replacement of 84 of 157 fuel as¬ 
semblies in the reactor core, constituting 
refueling of the core for second cycle 
operation of Unit 1. 

The application for the amendments 
complies with the standards and re¬ 
quirements of the Atomic Energy Act of 
1954, as amended (the Act), and the 
Commission’s rules and regulations. The 
Commission has made appropriate find¬ 
ings as required by the Act and the Com¬ 
mission’s rules and regulations in 10 
OFR Chapter I, which are set forth in 
the license amendments. 

For further details with respect to this 
action, sc# (1) the application for 
amendments dated October 17. 1974. as 
supplemented November 20. 1974. (2) 
Amendments No. 4 to Licenses No. 
DPR-32 and DPR-37. with any attach* 
menu, and (3) the Commission’s related 
safety evaluation. All of these items are 
available for public inspection at the 
Commission’s Public Document Room, 
1717 H 8treet, NW.. Washington. D.C., 
and at the Swcm Library. College of 
William It Mary. Williamsburg, Virginia 
23185. 


A copy of items (2) and (3) may be 
obtained upon request addressed to the 
U.S. Atomic Energy Commission. Wash¬ 
ington, D.C. 20545, Attention: Dopu y 
Director for Reactor Projects, Director¬ 
ate of Licensing—Regulation. 

Dated at Bethesda. Maryland, this 
27th day of December 1974. 

For the Atomic Energy Commission. 

Robert A. Purple. 

Chief , Operating Reactors Branch 
No. 1, Directorate of Licensing . 

|FR Doc.75-360 Filed 1-3-75,8:45 am] 


ADVISORY COMMITTEE ON REACTOR 
SAFEGUARDS 

Change in Mooting Agenda 

December 31.1974. 

The agenda of the January 9-11, 1975 
meeting of the Atomic Energy Commis¬ 
sion’s Advisory Committee on Reactor 
Safeguards, notice of which was pub¬ 
lished at 39 FR 44481 on becember 23. 
1974, is revised as follows. 

The session previously scheduled on 
January 10. 1975 from 11 a.m.-12:30 
pjn. and 1:30 pjn.-2:30 p.m„ to meet 
with representatives of the AEC Staff to 
hear presentations and discuss the Re¬ 
port on Reactor Safety Study—An As¬ 
sessment of Accident Risks in UJS. Com¬ 
mercial Nuclear Power Plants (WASH- 
1400) has been cancelled. 

This time will now be aised by the 
Committee to meet In executive session 
for internal deliberative discussions 
concerning WASH-1400. 

I have determined in accordance with 
subsection 10(d) of Pub. L. 92-163, that 
this executive session will consist of an 
exchange of opinions leading to the 
formulation of recommendations, the 
discussion of which, if written would fall 
within exemption (5) of 5 U.S.C. 552(b); 
that any non-exempt material that may 
be discussed during this executive ses¬ 
sion will be inextricably intertwined 
with the discussion of the exempt mate¬ 
rial and no separation is practical: and 
it is necessary to close this portion of 
tiie meeting to protect the free Inter¬ 
change of internal views and avoid un¬ 
due Interference with agency or Com¬ 
mittee operation. 

John C. Ryan, 
Advisory Committee 
Management Officer. 

|FR Doe.75-405 Filed 1-0-75:8:45 am I 


(Docket Nos. 8TN 50-454 and 8TN 50-455] 

COMMONWEALTH EDISON CO.. BYRON 
STATION. UNITS 1 AND 2 

Availability of Partial Initial Decision of 
the Atomic Sa.'ety and Licensing Board 

Pursuant to the National Environmen¬ 
tal Policy Act of 1969 and the Commis¬ 
sion’s regulations in Appendix D of 10 
CFR Part 50. notice is hereby given that 
a Partial Initial Decision dated Dec cm- 
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bor 6. 1974. by the Atomic Safety and 
Licensing Board In the above-captioned 
proceeding relating to environmental 
and site suitability matters is available 
for inspection by the public in the Com¬ 
mission’s Public Document Room at 1717 
H Street NW , Washington. D.C. and in 
the Byron Public Library. Third and 
Washington Streets. Byron. Illinois. 

The Partial Initial Decision is also 
being mode available at the Office of 
Planning k Analysis, 2)6 E. Monroe 
Street. Springfield. Illinois, and at the 
Northeastern Illinois Planning Commis¬ 
sion. 400 W. Madison 8treet. Chicago. 
Illinois. 

Based on the record developed in the 
public hearing In the above-captioned 
matter, the Partial Initial Decision modi¬ 
fied in certain respects the contents of 
the Final Environmental Statement pre¬ 
pared by the Commission’s Directorate 
of Licensing relating to construction of 
the Byron Station. Units i and 2 

Pursuant to the provisions of 10 CFR 
Part 50. Appendix D. the Final Environ¬ 
mental Statement is deemed modified to 
the extent that the Findings and Con¬ 
clusions contained in the Partial Ini¬ 
tial Decision differ from those contained 
In the Final Environmental Statement. 
As required by 10 CFR Part 51, a copy 
of the Partial Initial Decision, which 
modifies the Final Environmental State¬ 
ment, has been transmitted to the Coun¬ 
cil on Environmental Quality, the 
Environmental Protection Agency, and 
other Interested agencies and persons. 

Single copies of the Partial Initial 
Decision and the Final Environmental 
Statement mav be obtained by request 
addressed to the U.8. Atomic Energy 
Commission. Washington. D.C. 20545, 
Attention: Deputy Director for Reactor 
Projects. Directorate of Licensing. 

Dated at Bcthesda. Maryland, this 
30th day of December 1974. 

For the Atomic Energy Commission. 

B, J. Youngblood. 

Chief . Environmental Projects 
Branch 3, Directorate of Li¬ 
censing. 

(FR Doc.75-400 Filed 1-0-76;8:45 am] 


fDocket No. 60-319) 

INDIANA AND MICHIGAN ELECTRIC CO. 
AND INDIANA AND MICHIGAN POWER 
CO. 

Notice of Issuance of Amendment to 
Facility Operating License 

Notice Is hereby given that the UB. 
Atomic Energy Commission (the Com¬ 
mission) has issued Amendment No. 2 to 
Facility Operating License No. DPR-58 
Issued to Indiana and Michigan Electric 
Co. and Indiana and Michigan Power Co. 
The amendment is effective as of its date 
of Issuance. 

The amendment pe rmits performance 
of certain subcritical testing of the re¬ 
actor simultaneously with the comple¬ 
tion of cleaning the ice from the air flow 
channels of the Ice condenser In accord¬ 


ance with the provisions of the license 
and Change No. 2 to the Technical Speci¬ 
fications. 

The application for the amendment 
complies with the standards and require¬ 
ments of the Atomic Energy Act of 1954, 
as amended (the Act). and the Commis¬ 
sion’s rules and regulations. The Com¬ 
mission has made appropriate findings 
required by the Act and the Commission’s 
rules and regulations in 10 CFR Chapter 
1, which are set forth in the license 
amendment. . 

For further detail: with respect to this 
action, see <1> the application for 
"amendment dated December 27. 1974. 

(2) Amendment No. 2 to License No. 
DPR-58, with any attachment*;, and 

(3) the Commission's related 8afety 
Evaluation. All of these items arc avail¬ 
able for public inspection at the Com¬ 
mission's Public Document Room. 1717 
H Street NW.. Washington. D.C. and at 
the St. Joseph Public Library. 500 Mar¬ 
ket Street. St. Joseph. Michigan 49085. A 
copy of items (2) and (3) may be ob¬ 
tained upon request addressed to the 
U.8. Atomic Energy Commission. Wash¬ 
ington, D.C. 20545, Attention: Deputy 
Director for Reactor Projects, Direc¬ 
torate of Licensing—Regulation. 

Dated at Bethcsda. Maryland, this 27th 
day of December 1974. 

For the Atomic Energy Commission, 

Lester L. Kintner. 

Acting Chief, Light Water Re¬ 
actors Branch 2-2 Directorate 
of Licensing. 

|FR Doc.75-407 Piled 1-6-75;8:45 am) 


RENEWAL OF FEDERAL ADVISORY 
COMMITTEES 

December 31. 1974. 

In accordance with section 14 of Pub. 
L. 92-463 (Federal Advisory Committee 
Act) A EC has determined that renewal 
of the following advisory committees for 
the period February 1. 1975, through 
February 1,1977, is in the public interest. 

Advisory Committee on Medical Usee of 
Isotopes 

Atomic Energy Labor-Management Advisory 
Committee 

Committee on Senior Reviewers 

High Energy Physics Advisory Panel 

Historical Advisory Committee 

Senior Utility Steering Committee 

Senior UtUtty Technical Advisory Committee 

In accordance with subsection 14(a) 
(1) (B> of Pub. L. 92-463. ttye Advisory 
Committee on Reactor Safeguards and 
the General Advisory Committee, estab¬ 
lished by the Atomic Energy Act of 1954, 
as amended, have been determined to be 
of continuing duration. 

New charters for these committees 
have been filed in accordance with sec¬ 
tions 9 and 14 of Pub. L. 92-463. 

John C. Ryan. 
Advisory Committee 
Management Officer. 

f PR Doc.78-410 Filed l-6~75;8:45 ami 


(Docket No. 50-208] 

TRUSTEES OF COLUMBIA UNIVERSITY 
IN THE CITY OF NEW YORK 

Order Extending Construction Completion 
Date 

The Trustees of Columbia University 
in the City of New York (Columbia) are 
the holders of Construction Permit No. 
CPRR-78, Issued by the Commission on 
December 30, 1963. for construction of 
a TRIG A Mark n nuclear reactor pres¬ 
ently under construction on its campus 
in New York. New York. 

On November 19. 1974. Columbia filed 
a request for an extension of the latest 
construction completion date set forth 
in CPRR^-78 on the ground that Colum¬ 
bia is now making a review of its own 
with respect to the reactor following 
completion of the Judicial review of the 
licensing proceedings, but that its review 
wouM not be completed in time to pre¬ 
pare the reactor for startup until some 
time In 1975. This action involves no 
significant hazards consideration: good 
caute has been shown for the delay: and 
the requested extension is for a reason¬ 
able period, the bases for which arc set 
forth in a staff evaluation dated 

It is hereby ordered That the latest 
completion date for Construction Permit 
No. CPRR-78 is extended from Decem¬ 
ber 31, 1974. to June 39. 1975. 

Date of Issuance: December 26. 1974. 

For the Atomic Energy Commission. 

Robert A. Purple, 
Acting Assistant Director for 
Operating Reactors , Direc¬ 
torate of Licensing. 

| FR Doc.75-409 Filed 1 6-75:8:45 am| 

CIVIL AERONAUTICS BOARD 

fDocket No. 204721 

PHILADELPHIAROCHESTER/SYRACUSE 

CASE 

Reassignment of Proceeding 

Administrative Law Judge Robert M. 
Johnson has retired and is therefore no 
longer available for preparation of the 
Initial Decision. Accordingly, the pro¬ 
ceeding is hereby reassigned to Judge 
Burton S. Koiko. Future communica¬ 
tions should be addressed to Judge 
Koiko. 

Dated at Washington. D C., January 2, 
1975. 

IsxalI Robert L. Park, 

Chief Administrative Law Judge. 

(FR Doc.75-4lfl Filed 1-6-75;8:45 am] 


(Order 75-1-2: Docket No. 28854] 
REEVE ALEUTIAN AIRWAYS, INC, 
Order to Show Cause 

Adopted by the Civil Aeronautics 
Board at its office in Washington. D.C. 
on the 2nd day of January. 1975. 

On April 20. 1974, Reeve Aleutian Air¬ 
ways. Inc. filed a motion for leave to file 
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an otherwise unauthorized document, 
accompanied by a petition requesting 
the Board to approve and establish, un¬ 
der section 406 of the Federal Aviation 
Act of 1958. n fuel surcharge applicable 
to mail transported by Reeve In its in¬ 
tra-Alaska service. Reeve does not de¬ 
sire at this time to institute proceed¬ 
ings leading to a general reexamination 
of Its service mall rates but only re¬ 
quests that a fuel surcharge to be ef¬ 
fective Apfil 27. 1974.* * be added to its 
present service mall rate.* Reeve's peti¬ 
tion describes the substantial increases In 
fuel prices which have occurred since 
final service mail rates were established 
for the carrier's intra-Alaska services 
and seeks the establishment of a fuel 
surcharge based on current fuel costs. 
By answer filed May 1. 1974, the U 8. 
Postal Service indicates Its support for 
the relief requested by Reeve. 

Under the Board's rules/ a petition 
seeking an adjustment in a mail rate 
must challenge that rate. Since Reeve 
makes no request that its entire mail rate 
be opened, the carrier's petition fails to 
meet the requirements of our rules and 
does not serve to open its service mail 
rates. We will, however, treat Reeve’s 
filing as a petition requesting the Board 
to Institute a mail rate proceeding to de¬ 
termine a fuel-related surcharge on a 
prospective basis for its intra-Alaska 
mall service.* We take this action because 
we are aware that Reeve, like other air 
carriers, has experienced significant fuel 
cost increases. 

Reeve’s petition at the time of its filing 
was also deficient in that the reported 
fuel data on file with the Board did not 
support the carrier's claims. Pursuant to 
special permit ion. Reeve filed revised 
fuel data reports on December 12. 1974, 
which we have reviewed and find ade¬ 
quately support the carrier's claims. In 
view of this, we will Institute a proceeding 
proposing to amend Reeve’s present 
intra-Alaska service mail rates to es¬ 
tablish for the future a fuel-related sur¬ 
charge. We will, therefore, open Reeve’s 
intra-Alaska service mall rates to the 
extent necessary to consider an appro¬ 
priate fuel surcharge. It is not the In¬ 
tent of this proceeding to conduct a de¬ 
finitive inquiry into all aspects of Reeve's 
mall operations, but to deal primarily 
with whatever reasonable adjustment is 
needed, under the present circumstances, 
to reflect Increased fuel costs. 

In support of its petition. Reeve states 
that Chevron International Oil Com¬ 
pany, Inc., supplying approximately 70 
percent of Reeve's aviation fuel, had In¬ 
formed the carrier that effective May 1, 
1974 pricing charges would reflect In¬ 
creased costs for foreign crude in the 


1 The beginning of the Postal Service ac¬ 
counting period which mod nearly cor¬ 
respond* to May 1,1974. 

’Established by Order 71-7-28, July 0, 
1071 and Order 71-7-111, July 20. 1971 

•Section 802.303(b) of the Board's Proce¬ 
dural Regulation*. 

* Therefore, Reeve's motion to file an un¬ 
authorized document will be denied except 
to the extent granted herein. 


ratio of 40 percent foreign and 60 per¬ 
cent domestic. Reeve’s second source of 
fuel (30 percent) is the Department of 
Defense. In May 1973, Reeve’s base price 
for this military fuel was $0,146 a gallon 
and on July l, 1974 rose to $0 380 per 
gallon. Based on the carrier’s computa¬ 
tions for the month of March 1974, the 
foregoing produce a 58 8 percent increase 
in fuel cost per great-circle mail ton-mile 
over the fiscal year 1969 base period or 
an Increase of 5.03 cents per great-circle 
mail ton-mile. Based on our review of 
the foregoing coupled with the reported 
fuel costs for the quarter ended Septem¬ 
ber 30. 1974, we conclude that the car¬ 
rier’s claim has been reasonably sup¬ 
ported.* 

In view of the extraordinary price in¬ 
creases experienced by the air carried 
we have determined to propose a fuel 
surcharge of 5.03 cents per ton-mile ap¬ 
plicable to the carriage of mail by Reeve, 
effective on and after the adoption of 
this order. Wc also propose that upon 
application by Reeve or the Postmaster 
General, further adjustments of this 
surcharge may be made as warranted by 
any significant fluctuation in fuel costs 
which would otherwise constitute an 
undue burden upon the carrier or the 
US Postal Service. 

As wc have previously indicated, this 
proceeding is primarily concerned with 
the limited issue of escalating fuel costs 
experienced by Reeve. Nevertheless, it is 
found from an examination of reported 
results that there is no reason to believe 
that Reeve’s costs for transporting mall 
have declined, nor that the productivity 
achieved by this carrier could compensate 
for experienced fuel cost increases that 
have occurred since Reeve’s intra-Alaska 
service mail rate was computed on the 
basis of fiscal year 1969 cost data Based 
on the available information. It is clear 
that the addition of the fuel surcharge 
requested by Reeve is reasonable and will 
not result In an overpayment to the car¬ 
rier for the carriage of mail * While the 
Board does not favor opening a rate for 
an adjustment based on a change in only 
one element of cost, we recognize the un¬ 
precedented situation that has been oc¬ 
casioned by the world energy crisis and 
the resultant precipitous increase in fuel 
costs. Under the circumstances, no use¬ 
ful purpose would be served by a complete 
review of Reeve’s intra-Alaska sc nice 
mail rate and this is particularly relevant 
since the Postmaster General supports 
the petitioner’s request for a fuel-related 
surcharge. However, our action herein 
Is limited to the specific circumstances of 
this case and ts not to be considered a 
precedent in future proceedings. 


•Reported result* for the quarter ended 
September 80. 1974. already indicate a rtee 
in fuel expense for Reeve Aleutian of 4 83 
cents per ton-mile, even without the further 
increases In fuel coats reflected in tho revised 
P-5(b) reports. 

• Total operating expenses per revenue ton- 
mile reported for the year ended June 30. 
1974. were 83 97 cents compared with 09 10 
cents per revenue ton-mllo in fiscal year 
1009. 


Based on the foregoing, the Board ten¬ 
tatively finds and concludes that on and 
after January 2, 1975, the fair and rea¬ 
sonable final rate of compensation to bo 
paid by the Postmaster General to Reeve 
Aleutian Airways, Inc., for the trans¬ 
portation of mail by aircraft over its in¬ 
tra-Alaska routes, the facilities used and 
useful therefor, and the services con¬ 
nected therewith, is the 68 cents per mall 
ton-mile rate established in Order 71- 
7-111, July 20.1071, plus a fuel surcharge 
of 5.03 cents per great-clrclc moll ton- 
mile. Provided, however, That If there la 
a further significant variation in the fuel 
coat per revenue ton-mile for scheduled 
sei-vices, the aforesaid fuel surcharge may 
be adjusted by further order <tf the Board 
upon application by the carrier or the 
Postmaster General accompanied by sup¬ 
portive fuel cost data. 

Accordingly, pursuant to the Federal 
Aviation Act of 1958, particularly sec¬ 
tions 204(a) and 406 thereof , and the 
Regulations promulgated in 14 CFR, Port 
302. 

It is ordered , That: 1. All interested 
persons and particuarly Reeve Aleutian 
Airways, Inc„ and the Postmaster Gen¬ 
eral. are directed to rhow cause why the 
Board should not amend 71-7-111. July 
20, 1971. so as to adopt the service mail 
rate per great-circlc mail ton-mile of 
$0.7303 effective on and after January 2. 
1975, subject to the terms and condi¬ 
tions as set forth in Order 71-7-111; 

2. The motion filed by Reeve Is denied 
except to the extent granted herein; 

3. Further procedures herein shall be 
in accor dance with the rules of practice, 
14 CFR Part 302, and if there Is any 
objection to the rates and charges or 
to the related findings and conclusions 
proposed herein, notice thereof shall be 
filed within 10 days, and if notice Is filed, 
written answer and supporting docu¬ 
ments shall be filed within 30 days after 
the date of service of this order; 

4. If notice of objection is not filed 
within 10 days, or if notice is filed and 
answer is not filed within 30 days after 
service of this order, or if an answer 
timely filed raises no material issue of 
fact, all persons shall be deemed to have 
waived the right to a hearing and all 
other procedural steps short of an order 
fixing a final service mall rate and the 
Board may enter an order incorporating 
Ihe findings and conclusions proposed 
herein and fix nfld determine the rate 
herein specified; 

5. If notice of objection and answer 
are filed presenting issues for hearing, 
issues going to the establishment of the 
fair and reasonable rate herein shall be 
limited to those specifically raised by 
such aiuwers except as otherwise pro¬ 
vided In 14 CFR. ft 302.307; and 

6. This order shall be served upon 
Reeve Aleutian Airways. Inc., and the 
Postmaster General 

This order will be published In the 
Federal Register. 

By the Civil Aeronautics Board: 

(seal! Edwin Z. Holland, 

Secretary, 

[PR Doc.75-418 Filed 1-6 7o;8:45 am] 
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CIVIL SERVICE COMMISSION 
COST-OF*LIVING INCREASES 
Notice of Reduction 

Following a reduction In the previously 
reported Consumer Price Index by the 
Bureau of Labor Statistics, the U.S. Civil 
Service Commission has reached the fol¬ 
lowing decisions: 

L The cost-of-living increase for Fed¬ 
eral civil service annuitants which be¬ 
came effective July 1, 1974. will be 
reduced from the previously announced 

6.4 percent to 6.3 percent. 

2. The cost-of-living increase for Fed¬ 
eral civil service annuitants which be¬ 
comes effective January 1, 1975, will be 
reduced from the previously announced 

7.4 percent to 7.3 percent. 

3. Recovery of the small overpayments 
($1 per month in most cases) to civil 
service annuitants resulting from the 
July 1. 1974, increase will be waived for 
the period of July 1. 1974, through De¬ 
cember 21. 1974. Further overpayments 
resulting from the July Increase but 
made for the months of January, Febru¬ 
ary. and March 1975 will occur because 
of time needed to make changes in com¬ 
puter programs, but these will be 
recovered. 

“The Commission’s decision, under 
authority of the retirement law, to waive 
the portion of overpayments occurring 
between July and December, and prior 
to discovery of the CPI computation 
error, is based primarily on considera¬ 
tions of equity to the annuitants who 
were overpaid through no fault of their 
own/’ CSC Chairman Robert E. Hamp¬ 
ton said. “However, there is no basis for 
not recovering those future overpay¬ 
ments that will result in the months of 
January, February, and March, for an¬ 
nuitants are now on effective notice that 
such overpayments will occur." he added. 

The recovery of the January-March 
overpayments will be accomplished 
through small reductions in checks deliv¬ 
ered on May 1. This will be done auto¬ 
matically and there is no need for annu¬ 
itants to contact the Commission. A com¬ 
plete explanation will be sent to each 
annuitant os soon as possible. 

United States Civil Serv¬ 
ice Commission, 

(seal) James C. Spry. 

Executive Assistant, 
to the Commissioners . 

|PR Doc.75-420 Filed l-G-75;8.45 ami 

CONSUMER PRODUCT SAFETY 
COMMISSION 
BOOKMATCHES 

Acceptance of Offer To Develop Safety 
Standards and Summary of Terms of Offer 

By notice in the Federal Register of 
September 4. 1974 <39 FR 32050), the 
Consumer Product Safety Commission 
commenced a proceeding pursuant to 
section 7 of the Consumer Product 
8afcty Act <15 U.S.C. 2056) for the de¬ 
velopment of a consumer product safety 


standard applicable to bookmatches. The 
notice invited any person to submit to 
the Commission on or before October 4, 
1974. cither of the following: 

1. One or more exiting standard# it* a 
proposed consumer product safety ©laniard 
in thi* proceeding; or 

2. An offer to develop one or more proposed 
consumer product safety standards appli¬ 
cable to bookmatches to reduce or eliminate 
any or aU of the unreasonable risks of In¬ 
jury associated with bookmatches Identified 
in this notice. 

In response to the October 4 Federal 
Register notice, the Commission re¬ 
ceived two offers to develop a standard 
applicable to bookmatches. The purpose 
of this notice is to announce the accept¬ 
ance of an offer to develop a consumer 
product safety standard applicable to 
bookmatches. 

On October 24. 1974, the Consumer 
Product Safety Commission, after minor 
modifications in the offer were made, ac¬ 
cepted the offer of the American 8ociety 
for Testing and Materials < ASTM) <1916 
Race Street, Philadelphia, Pennsylvania 
19103) to develop a consumer product 
safety standard applicable to book- 
matches. The Commission determined 
that ASTM <1> is technically competent, 

(2) is likely to develop an appropriate 
standard within the 150-day period 
specified in the notice of proceeding, and 

(3) will comply with the regulations is¬ 
sued by the Commission under section 7 
<16 CFR Part 1105 promulgated May 7, 
1974; 39 FR 16206) of the Consumer 
Product 8afcty Act applicable to the de¬ 
velopment of the standard. The agree¬ 
ment was formalized on December 30. 
1974. 

Method op Development 

After the informal agreement was 
reached, ASTM proceeded with the de¬ 
velopment of the standard through a 
Management Committee and six task 
forces. The Management Committee is 
coordinating the offeror’s activities with 
the Commission; coordinating the activi¬ 
ties of the task forces; managing the 
budget; ensuring the participation of 
consumers and other interested perrons; 
maintaining a record of all relevant cor¬ 
respondence. comments, and suggestions; 
preparing the final recommended stand¬ 
ard for presentation to the Commission 
and otherwise managing the development 
of standards. The six task forces are ad¬ 
dressing the areas of: Risk analysis: per¬ 
formance requirements; test methods: 
economic and environmental Impact: 
consumer education: and research. The 
principal responsibility of the Research 
Task Force Is to address and make rec¬ 
ommendations for the solution of the 
primary hazard Identified by the CPSC. 
namely, “bum Injuries sustained by chil¬ 
dren and others Including mentally or 
physically impaired persons. who play 
with or otherwise Improperly use book- 
matches". 

Meetings of the Management Commit¬ 
tee and the Task Forces have been open 
to attendance and participation by all in¬ 
terested persons. 


Participation by Consumers and Other 
Interested Persons 

In accordance with the Commission’s 
regulations and the terms of ASTM’s of¬ 
fer, all persons are invited to participate 
In the standard development process. In 
order to ensure participation in the de¬ 
velopment of the standard by all in¬ 
terested persons, ASTM has provided no¬ 
tice of opportunity to participate to all 
Interested parties through (1) a press re¬ 
lease, <2) announcements requested of 
other publications and groups, such as: 
(a) The Product Safety Letter, <b) the 
Product Safety and Liability Reporter, 
(c) the Commerce Clearing House, <dJ 
Consumers Union, <e> Public Citizen, if) 
and others; <3) special mailing to con¬ 
sumer organizations, coordinated with 
the National Consumers League; <4) 
mailing to 257 members of ASTM Com¬ 
mittee F-15 on Consumer Product Safe¬ 
ty; (5) mailing to ASTM Sounding 
Boards wTiich provide the Task Forces a 
means of conferring with a cross-section 
of ultimate consumers; and (6) mailing 
to 50 state representatives. 

According to ASTM regulations any 
individual or organization will be given 
an opportunity to participate in person or 
by correspondence, unless excluded for 
reasons of balance. ASTM regulations 
stipulate that the number of consumer/ 
general interest participants must exceed 
the number of producer interests. Con¬ 
sumer participants requesting financial 
assistance have their requests reviewed 
by the Management Committee. All those 
who express a desire to participate by 
correspondence are placed on a per¬ 
manent list and receive all meeting no¬ 
tices. minutes, and ballots. No individual 
or consumer organization Is required to 
pay an ASTM administrative fee to par¬ 
ticipate in this activity. The National 
Consumer League coordinates all the 
consumer Input relative to the develop¬ 
ment of the standard. 

ASTM has estimated a budget totaling 
$173,840 for the development of the 
standard. Of this amount, the estimated 
cost to industry representatives is $108,- 
000, the cost to ASTM for management 
of the offer $51,440. and the cost to 
ASTM for consumer Interest participa¬ 
tion $14,400. ASTM has requested no cost 
contribution from the CPSC. 

Laboratory Testing* 

ASTM is making all the facilities at 
ASTM Headquarters in Philadelphia, 
Pennsylvania available for the develop¬ 
ment of the standard. In addition, all the 
match manufactu re^ who have made 
commitments to ASTM are making their 
laboratories available, as needed, for 
inter-laboratory testing and vertifleation 
of test methods. The Test Method Task 
Force makes evaluations of existing test 
methods and develops new ones, if nec¬ 
essary. It manages inter-laboratory 
testing and prepares statements on pre¬ 
cision and accuracy. The Task Force, 
moreover, prepares and provides any 
necessary instruments for evaluation of 
the final standard. 
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ASTM has committed itself to using its 
best efforts to develop a standard appli¬ 
cable to bookmatchcs to reduce or elimi¬ 
nate the unreasonable risk of injury 
associated with bookmatchcs within the 
150 day period specified in the Septem¬ 
ber 4 Federal Register notice of proceed¬ 
ing. The Commission reaffirms lts re¬ 
quirement that the development period 
for the standard shall end on February 
1, 1975. However, the Commission may, 
by notice in the Federal Register, ex¬ 
tend the period for development if It 
finds for good cause that a different pe¬ 
riod of time is appropriate. 

Copies of ASTM's offer to develop a 
standard applicable to bookmatchcs, 
ASTM s letter of October 24. 1974, 
clarifying a number of points raised by 
tire Commission, and a copy of the formal 
agreement entered into between the Con¬ 
sumer Product 8afety Commission and 
ASTM are available for inspection in the 
Office of the Secretary, Room 1025, 1750 
K St.. Washington. D.C. 

Interested persons should contact 
Bernard J. Corrigan. Director. Consumer 
Product Safety Standards Division of 
ASTM. 1916 Race Street! Philadelphia, 
Pennsylvania. 19103. telephone (215) 
569-4200, for additional information. 

Dated: January 2.1975. 

Sad ye E. Dunn. 

Secretary , Consumer Product 
Safety Commission. 

|FR Doc.75-378 Filed 1-8-75.8:45 axnj 


ENVIRONMENTAL PROTECTION 
AGENCY 

IFRL 318-71 

WATER POLLUTION PRIYENTION AND 
CONTROL 

Addition to the List of Categories of 
Sources 

Section 306(b)(1)(A) of the Federal 
Water Pollution Control Act. as amended 
October 18, 1972 (Pub. L. 92-500), di¬ 
rects the Administrator of the Environ¬ 
mental Protection Agency to publish, 
and from time to time revise a list of 
categories of sources which shall, at the 
minimum, include those listed In sec¬ 
tion 306(b)(1)(A). As soon as practi¬ 
cable, but in no cose more than one year 
after the inclusion of a category of 
sources in such list, the Administrator is 
required to propose and publish regula¬ 
tions establishing Federal standards of 
performance for new sources within such 
categories. The original list of 27 source 
categories was published January 16, 
1973 (38 FR 1621), Standards of per¬ 
formance have been promulgated for 
all 27 source categories. 

The Administrator, after evaluating 
available information, has determined 
that paving and roofing materials (tars 
and asphalt) is an additional category of 
point sources which meets the above re¬ 
quirements. Evaluation of other point 
source categories is In progress, and the 
list will be supplemented from time to 
time as the Administrator deems appro¬ 
priate. Accordingly, notice Is given that 


the Administrator, pursuant to section 
306(b)(1)(A) of the Act amends live 
list of categories of sources as follows: 
List or Categories or Sources 

28. Paving and roofing materials (tars and 
asphalt) 

Proposed effluent limitations guide¬ 
lines for existing sources and standards 
of performance and pretreatment stand¬ 
ards for new sources applicable to the 
above point source categories appear 
elsewhere in this issue of the Federal 
Register. 

Dated: December 26,1974. 

Russell E. Train. 

Administrator. 

fFR Doc.75-403 Filed 1-6-75:8:45 am] 


|FRL 316-51 
ZOECON CORP, 

Filing of Petition for Food Additive 

Pursuant to provisions of the Federal 
Food. Drug, and Cosmetic Act (sec. 409 
(b)(5), 72 Stat. 1786; 21 UB.C. 348(b) 
(5)). notice is given that a petition (FAP 
5H5070) has been filed by Zoecon Corp., 
975 California Avenue, Palo Alto, CA 
94304. pro posin g the Issuance of a regu¬ 
lation (21 CFR Part 121) to provide for 
the safe use of the insect growth regu¬ 
lator methoprene (isopropyl (E^)-ll- 
mcthoxy-3,7.11 -trimeihyI-2.4-dodecadie- 
noatc) in processed feed supplements 
for cattle in an amount not to exceed 
0.025 percent by weight of the processed 
feed supplement. 

Dated: December 23.1974. 

John B. Rrrcn, Jr., 

Director , 

Registration Division. 

[FR Doc.75 SOOTUed 1-6-76:8:45 am) 


fPRL 316-21 

APPROVAL AND PROMULGATION OF 
IMPLEMENTATION PLANS 

New Public Hearing Date for Kellogg, 
Idaho; Sulfur Oxides Control Strategy 

Notice is hereby given that the date 
of the public hearing to be held In 
Kellogg. Idaho, which was originally 
scheduled for November 14, 1974 (see 39 
FR 37653), and was subsequently post¬ 
poned to January 6. 1975 (see 39 FR 
40590), has been changed. The new 
hearing date is January 22. 1975. 

As previously announced, the purpose 
of the public hearing Is to solicit public 
comment on the proposed regulations 
for the control of sulfur oxides from the 
Bunker Hill smelter complex (39 FR 
36018). Please see the original hearing 
notice for a more complete description 
of the hearing and it^ purpose. 

The location of the hearing remains 
unchanged. The hearing will be held 
Wednesday. January 22. 1975, at one 
o'clock p.m. in the conference room of 
the Washington Water Power Building, 
120 North Hill Road, Kellogg, Idaho. 


Dated: December 31, 1974. 

Roger Strelow, 

Assistant Administrator for Air 
and Wosfe Management . 

|PR Doc.75-402 Piled 1-6-75;8:45 am] 

FEDERAL COMMUNICATIONS 
COMMISSION 

(Report No. 7331 

COMMON CARRIER SERVICES 
INFORMATION 1 

December 23,1974. 

Domestic Public Radio Services 

Applications Accepted for Filing * * 

Pursuant to $5 1.227(b)(3) and 21.30 
(b) of the Commission's rules, an appli¬ 
cation. in order to be considered with any 
domestic public radio services applica¬ 
tion appearing on the attached list, must 
be substantially complete and tendered 
for filing by whichever date Li earlier: (a) 
The close of business one business day 
preceding the .day on which the Com¬ 
mission takes action on the previously 
filed application: or (b) within 60 days 
after the date of the public notice lLiting 
the first prior filed application (with 
which subsequent applications are in 
conflict) as having been accepted for fil¬ 
ing, An application which is subsequently 
amended by a major change will be con¬ 
sidered to be a newly filed application. It 
is to be noted that the cut-off dates are 
set forth in the alternative—applications 
will be entitled to consideration with 
those listed in the appendix if filed by the 
end of the 60 day period, only if the Com¬ 
mission has not acted upon the applica¬ 
tion by that time pursuant to the first 
alternative earlier date. The mutual ex¬ 
clusivity rights of a new application are 
governed by the earliest action with re¬ 
spect to any one of the earlier filed con¬ 
flicting applications. 

The attention of any party in interest 
desiring to file pleadings pursuant to sec¬ 
tion 309 of the Communications Act oi 
1934, as amended, concerning any do¬ 
mestic public radio services application 
accepted for filing, is directed to H 21.27 
of the Commission's rules for provisions 
governing the time for filing and other 
requirements relating to such pleadings. 

Federal Communications 
Commission 
Vincent J. Mullins, 

Secretary. 

Applications Acc e pt ed For FTi.rxa 

Domestic Public Land Models Radio 
Service 

20884-CD-P-(2)-75 The Mountain Btntes 

Telephone and Telegraph Company (KOP 


'All applications listed In the appendix 
ana subject to further consideration and re¬ 
view and may be returned and/or dismissed 
If not found to be lb accordance with the 
Commission's rules, regulations and other re¬ 
quirements. 

* The above alternative cut-off rules apply 
to thoeo applications llated In the appendix 
os having been accepted in Domestic Public 
Land Mobile Radio. Rural R\dlo, Po4nt-to- 
Polnt Microwave Radio and Local Television 
Transmission Services (Port 21 of the Rules). 
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327) C P. to relocate farm tie*. change an¬ 
tenna system and replace transmitters 
operating on 152.00 A 162.72 KM*, located 
10 miles southeast of Tbermopolia, Wyo¬ 
ming. 

208B5-CD-P-76 Unity . Telephone Company 
(KLPMO) CP. to relocate facilities and 
change antenna system operating on 152.- 
72 MHz located 4 A miles at 02 degrees from 
Dixmont, Maine. 

20886-CD-P-(2)-75 Euclid Telecommunica¬ 
tions. Inc. (KQC880) C.P for addlUonal 
facilities to operate on 152.210 MHz. at 
Loc. #2: 5707 Mayfield Road. Mayfield 
Heights. Ohio; some facilities listed above 
for Loc *r3: 4540 Hillside Road. Seven 
Hills. Ohio. 

20887-CD* P-75 The Lincoln Telephone and 
Telegraph Company (NEW) CP. for a new 
station to operate on 35 58 MHz. to be 
located at 445 North 8th 8treet, Beatrice. 
Nebraska. 

20888-CD-P-75 Radio Relay Corp. (KQC877) 
C.P. to relocate facilities operating on 85.- 
58 MHz. at Loc. #2 : 5538 Coleraln Avenue. 
Cincinnati, Ohio. 

20880—CD-P-75 Mobllphone Systems. Inc. 
(NEW) CP. for a new station to operate 
on 454.050 MHz. to bo located at 1400 Tyne 
Boulevard. Nashville. Tenncssc. 

20800-CD-P-76 New England Telephone and 
Telegraph Company (KCC261) C.P. to re¬ 
place transmitter operating on 152.83 MHz 
located at 1012 Outer Broadway, Bangor. 
Maine. 

20891 -CD P-75 Empire Paging Corporation 
(KR8874) CP. to change antenna system 
and increase power operating on 454.150 
MITz located at General Motors Building. 
787 Fifth Avenue. New York. New York. 

20892-CD-P-75 Harold s Radio 8ervtce. Inc. 
(K8D321) CP. to relocate facilities oper¬ 
ating on 152.12 MHz. at Loc. #2: 1501 
North Main Street, Evansville, Indiana. 

20893 - CD AL-75 Harold Stovall d/b/a Har¬ 
old's Radio Sendee Consent to Assignment 
of License from Harold Stovall d/b/a 
Harold's Radio Service, ASSIGNOR to Har¬ 
old's Radio Service. Inc., ASSIGNEE. Sta¬ 
tion; KSD321. Evansville, Indiana. 

20894-CD-P 75 Harold s Radio Radio Serv¬ 
ice, Inc. (KU0648) C.P. to relocate facili¬ 
ties operating on 158 70 MHz. to be lo¬ 
cated at 1501 North Main Street, Evans¬ 
ville, Indiana. 

20696-CD-AL~75 Harold 8tovall d/b/a Har¬ 
old’s Radio Service Consent to Assignment 
of License from Harold Stovall d/b/a 
Harold's Radio Service. ASSIGNOR to Har¬ 
old's Radio Service. Inc. AS3IONEE. Sta¬ 
tion: KUOG48. Evansville. Indiana 

20898 CD P-75 Radio Telephone Communi¬ 
cations. Inc. (KIQ515) O P. to relocate fa¬ 
cilities and change antenna system oper¬ 
ating on 152.15 MHz located 300 feet West 
of Maple Avenue. 0.4 mile East of city 
limits. Panama City, Florida. 

20897-CD-P-75 Radio Telephone Communi¬ 
cations. Inc. (KUO805) C.P. to relocate fa¬ 
cilities and change antenna system oper¬ 
ating on 15224 MHz. located 300 feet west 
of Maple Avenue. 0.4 mile east of city lim¬ 
its. Panama City. Florida. 

20808-CD-P-75 Hawaiian Telephone Com¬ 
pany (KLF527) C.P. for additional facilities 
to operate on 35.22 MHz. at Loc. 314: Cor¬ 
ner of Makakllo Drive and Nohohale Street. 
MakakUo. Hawaii. 

20899-CD-P-75 Comcx. Inc. (KCC797) CP. 
for additional Repeater facilities to oper¬ 
ate on 454 325 MHz. to be located at North 
Peak. Mt. Ascutney, Vermont. 

20900-CD-P-(2) -75 Tel-Missouri. Inc. 
(KHS638) CP. for additional facilities to 
operate on 158 70 MHz. at Loc. 33: Existing 
KETC-TV tower, St. Louis, Missouri; same 
facilities listed above for Loc. 34: 1.9 miles 
NE of city center, EUlsvllle, Missouri. 


20901 CD-P-<2)-75 Tet-MlsaourL Inc. <KDN 
396) C.P. for additional faculties to operate 
on 35.58 MHz, at Loc, 33: Existing KETC- 
TV tower, 8t. Louis, Missouri, some fa¬ 
culties listed above for Loc. 34: 1.9 miles 
NE of city center. ElllsvUle. Missouri. 

Rural Radio 

60213-CR-P-75 Ritter. Inc. (NEW) CP. for a 
new rural subscriber station to operate 
on 158.490 MHz. to be located 7 miles 8.S.E 
of Joliet, Montana. 

Point to Point Micro wavs Radio Some* 

1074—CP-P-75 The Western Union Tele¬ 
graph Company (KSC65) 4 9 Miles ESE 
of Clarkadale. Illinois. Lai. 39 27 10 N.— 
Long. 89 17 03 W. CP. to add frequency 
5074 8V MHz toward Carllnvllle. Illinois 
on azimuth 238* 53* and 6004.5V MHz 
toward Decatur. HUnols on azimuth 190* 
39*. 

1076-CF-P-75 Same (KS084) 0 6 Mile* West 
of Harris town, Illinois. Lat. 39 51 05 N.— 
Long. 89 05 58 W. CP. to add frequency 
6404.8V MHz toward Taylorvllle, Illinois 
on azimuth 190* 46* and 0256.5V MHz 
toward Clinton, Illinois on azimuth 30* 
68 '. 

1978-CF-P-75 Same (K5O03) 2.5 Miles NW 
of DeWltt. Illinois. Lat. 40 13 16 N.—Long. 
88 48 37 W CP. to add frequency 80342V 
MHz toward Decatur. Illinois on azimuth 
211* 08' and 6123 IV MHz toward Fisher. 
Illinois on azimuth 69* 00*. 

1977- CF-P-75 Same (RS062) 2 Miles SE of 
Foosland, Illinois. Lat. 40 20 21 N.—Long. 
88 24 18 W. CP. to add frequency 62882V 
toward Clinton. TUlnots on azimuth 249* 
16' and 62585V MHz toward Paxton, Illi¬ 
nois on azimuth 67* 24*. 

1978- CF-P-75 Same (KS061) 1 Mile West 
of Paxton. Illinois. Lat. 40 28 17 N —Long. 
88 08 01 W. CP. to add frequency 6034 2V 
MHz toward Ptshcr, Illinois on azimuth 
273 * 35* and 6004.5V MHz toward Watzeka. 
Illinois on azimuth 47* 07'. 

1070-CF-P-75 Same (K6O60) 2 3 Miles west 
of Woodland, Illinois Lat 40 43 16 N.— 
Long. 87 46 46 W. CP to odd frequency 
62862V MHz toward Paxton. Illinois on 
azimuth 227* 21' and 6256 6V MHz toward 
Enos. Illinois on azimuth 32* 28'. 

1980-CF-P-75 Same (KSG93) 3 5 Miles NW 
of Enos. Indiana. Lat. 41 02 41 N.—Long. 
87 30 27 W. C.P. to add frequency 60342V 
MHz toward Watseka, Illinois on azimuth 
212* 37*. 

1963-CP-P-75 Bam© (K8N50) 7.5 Miles SE 
of Carllnvllle, Illinois. Lat. 39 13 33 N.— 
Long. 89 45 66 W. CP. to add frequency 
01072V MHz toward Taylorvllle, Illinois 
on azimuth 58* 35*. 

1972- CP-P-75 Western States Telephone 

Company (New) N.E. comer of 2nd Street. 
West and 3rd Street South, 8t Johns 
Arizona. Lat. 34 30 09 N.—Long. 109 22 03 
W. C.P. for a new station on 21172V MHz 
towards 8pringervllle. Arizona ou azimuth 
217 degrees/04 minutes. 

1973- CP P-75 Bn me (KPX27) Cerro Mon- 
tosa. 19 Miles NW of Sprlngervllle. Arizona. 
Lat. 34 16 25 N.—Lorg. 109 34 32 W. C P. 
to add 21672V MHz towards a new point 
of communication at Saint Johns. Arizona 
on arlmuth 30 degrees/57 minutes. 

1992- CF-P-75 American Telephone and Tele¬ 
graph Company (KQD81) Cutlervllle. 3 8 
miles SE of Byron Center. Michigan. Lat. 
42 47 48 N.—Long 85 39 14 W. CP. to odd 
3770H MHz towards Kalamazoo, Michigan 
on azimuth 177 degrees/38 minutes 3770II 
MHz towards Grand Rapids. Michigan on 
azimuth 356 degrees/16 minutes. 

1993- CF-P-75 Same (KQH36) 114 North Di¬ 
vision Street, Grand Rapids. Michigan Lat. 


42 57 57 N.—Long. 85 40 03 W. CP. to add 
3730H HMz towards Cutlervllle, Michigan 
on azimuth 176 degrees/16 minutes. 

1004-CF-P-75 Same (KQF.3I) 0 2 miles South 
of Lacey. Michigan. Lat. 42 29 27 N.—Long 
85 11 28 W. C P. to add 3930V MHz toward* 
Kalamazoo, Michigan on azimuth 245 de¬ 
grees'40 minutes. 

I905-CF-P-75 Same (KQD79) 2.5 miles NW 
of Kalamazoo. Michigan. Lat. 42 20 40 N — 
Long. 85 37 41 W C.P, to add 4050V MR/, 
towards Lacey, Michigan on azimuth 65 
degrees/3l minute?; 3730H MHz towards 
Cutlervllle, Michigan on azimuth 357 
degre©*/43 minutw. 

1791-CF-P-^75 Midwestern Relay Company 
(WLJ52) Rear 720 East Capitol Drive. Mil¬ 
waukee, Wisconsin Lat. 43 05 29 N.—Long 
87 54 07. W. CP. to odd (by power split) 
frequency 115B5H MHz on azimuth 306* 04* 
toward Studios of WTTT-TV and frequency 
11585H MHz on arlmuth 206* 37* toward 
Studio* of WI8N-TV The azimuths toward 
WITI-TV and WISN-TV are corrected to 
the abovo values for previously authorized 
channels. 

1881-CF-TC-(5)-75 Gray*on Enterprises, Inc. 
Consent to Transfer of Control from Gray¬ 
son Enterprises. I«c. TRANSFEROR, to 
Theodore Shanbxum, Dr Elllls Carp, and 
Lee Optical A Associated Companies. Re¬ 
tirement Plan Trust. TRANSFEREE for Sta¬ 
tions: KLV73—Amarillo. Texas; KLV74— 
Canyon, Texas: KLV75—Mossroth, Texas. 
KLV76—Hart Camp. Texas; KLV-77—Whlt- 
harrrl, Texas. 

10K)-CF-Ap-( 1)-75 Eastern Shore Microwave 
Relay Company. Con-rent to Assignment of 
Permit from Eastern Shore Microwave Re¬ 
lay Company. ASSTONOR, to John J. Mc¬ 
Guire. ASSIGNEE for Station KJ082—Ap¬ 
prox. 1 Mile NE of 8L Helena. North Caro¬ 
lina. 

190O-CF-P-75 Eastern Microwave, Inc. 
(KEM59). 8entlnel Heights, New York. Lat 
42 58 45 N —Long. 76 07 09 W. C P. to con¬ 
struct new tower structure and transfer 
cxbrtlng antennas to same. 

1961- CF-P-75 Some (WDD74). Penobscot 
Mtn., (£3), 0 8 Mile North of Mountain 
Top. Pennsylvania. Lat. 41 10 57 N.—Long. 
75 52 23 W. Mod of CP. (2974-C1-P-74) to 
relocate station to foregoing coordinates. 

1962- CF-P-75 General Telephone Company of 
the Midwest (KAK40) 3 0 Miles WSW or 
Prairie Home, Missouri. Lat. 38 48 20 N.*— 
Long. 92 38 41 W. C.P. to change antenna 
systems A location, frequency, emission dls- 
ignator, to renlace transmitter, to Increase 
transmitter output power; and to change 
point of communication to Columbia 
(KOMU-TV). Missouri 

CciwuwrnoNS 

1613-CF-ML-75 American Telephone and 
Telegraph Company (K8P73) Correct: Sta¬ 
tion location thread: 1.2 miles SE of Har- 
dln*burg. Indiana. (Rc-t tuspic as reported 
on Public Notice dated November 25. 1974.) 

1535-CF-P-75 Oeneral Telephone Company 
of Kentucky (New) Correct: entry to read: 
CP. for a new station on 2176 8H MHz to¬ 
wards Reynoldsvllle, Kentucky on arlmuth 
321 degrees/34 minutes. (Rest same as re¬ 
ported on Public Notice dated December 2. 
1974. 

Major Amendment* 

382 CF-P-75 PGA Global Communications. 
Inc. (New) Comer of Route 635 and Route 
571. Hlghtstown. New Jersey. Lat 40 17 28 
N—Long. 74 33 40 W. Application 

Amended: (a) to change frequency to 
8735H MHz towards Edison, New Jersey on 
azimuth 28 degree*/20 minutes and (b) to 
change freq. to 6715 MHz towards Wynd- 
moor, Pennsylvania on azimuth 246 de¬ 
grees/34 minutes. 
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Informative 

It appears that the following acta of apptl- 
cations may be mutually exclusive and sub¬ 
ject to the Commission's Rules regarding 
ex-parte presentations* reasons of potential 
economic oompetltlon; 

1772- OF-P-75. United Video. Inc. (WPGS3) 
a Mile* Kant of Raytown, Missouri. Lat. 
30 01 40 N. -Long. 94 21 10 W. CP to 
change antenna system and add 6107.2V 
MK3 toward Ode***, Missouri on azimuth 
90* 07'. 

1773- CF-P-75 Same. Odessa. Missouri. Let. 
33 68 18 NT. -Long. 93 67 03 W. CJ> . to 
change antenna system and add 6034-2V 
MHs toward Warrcnsburg. Missouri, on 
eximuth 120' 01*. 

1774- CP-P-76 Same. (WPO20). 6 mil ts East 
of Warrensburg. Misocurl. Lat 33 46 36 N. 
-Long. 03 37 39 W. C.P. to change antenna 
system and add 6197.2V MHz toward Se¬ 
dan a. Missouri on azimuth 106' 04'. 

1775- CF~P-75 Same. <WCZ35) 2 Miles South 
of 8edalla. Missouri. Lat. 38 40 13 N. -Long. 
03 16 10 W. C P. to change antenna system 
and add 6046:2 MHz toward Warsaw, Mis¬ 
souri on azimuth 186* 64*. 

1776- CP-P-75 Same (WCZ33). 3 miles east 
of Warsaw. Missouri. Lat. 38 14 17 N. -Long. 
03 10 08 W. C.P. to change antenna system 
and add 6315.9H MHz toward Urbana. Mis¬ 
souri on azimuth 164*34'. 

1777- CF P-75 Same. (WCZ30) Urbana, Mis¬ 
souri. Lat .*7 62 16 N. -Long. 03 11 25.3 W. 
O.P. to change antenna system and add 
6034.2V MHz. toward Lebanon. Missouri on 
azimuth 112* 44\ 

1778- CP-P-75 Same. (WAN79) Lebanon. 
Missouri. Lat. 37 42 30 N. -Long. 02 42 43 
W. C.P. to change antenna system and add 
6197.2H MHz toward Marshfield, Missouri 
on azimuth 200* 43'. 

1779- CP-P-75 Same (WAN80) V» mile South 
of Marshfield, Missouri. Lat. 37 10 32 N. 
-Long. 02 63 40 W/C.P to add 0Q34.2H 
MHz toward 8prlngfield. Missouri, on azi¬ 
muth 243* 34'. 

1780- CP-P-75 Same. (WAN81) 2% Miles 

South of Springfield. Missouri. Lat. 37 08 
67 N. -Long. 03 20 08 W C.P. to add 
6256.6H MHz toward Phelps, Missouri on 
azimuth 275*44*. 

1781- CF-P-75 Same. (WAN82) 7 Mile* N of 
8cott City, Missouri. Lat. 37 11 43 N. -Long. 
93 55 39 W. C P. to add 5974.8V MHz to¬ 
ward Joplin. Missouri on azimuth 245* 06*. 

1782- CF-P-75 Same. (WAY26). Hwy, 66 and 
Schiffordcckcr Ave. Joplin, Mlasourl Lat. 
37 04 49 N. -Long. 94 33 25 W. C.P. to add 
10975 OH MHz toward Pittsburg. Kansas 
on azimuth 336* 22'. 

1783- CFP-75. Same. (WAY25). Joplin. Mis¬ 
souri. C.P. to add 1113S.0 MHz toward 
Pittsburg, Kansas on azimuth 336* 22*. 

(FR Doc.75-392 Filed 1-8-75:8:45 am) 


|rCC 74-1412, 29250, Docket Nos. 20306. 

20306. 20307. 20308: File Nos. BRCT-53. 

BPCT—4578, BPCT-4579, BPCT-4680J 

POST NEWSWEEK STATIONS ET AL 

Order Designating Applications for 

Consolidated Hearing on Stated Issues 

1. The Commission has before It the 
mutually exclusive applications of Post* 
Newsweek Stations of Florida, Inc. 
(hereafter “Post-Newsweek*) (BRCT- 
53), for renewal of license for WJXT- 
TV, channel 4. Jacksonville, Florida, 
Trans-Florida Television. Inc. (Trans- 
Florida) (BPCT-4578), Florida Televi¬ 
sion Broadcasting Co. (Florida) (BPCT- 
4579) and St. Johns Television Co. (St 
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Johns) (BPCT-4980). for construction 
permits for new television broadcast sta¬ 
tions to operate on channel 4, Jackson¬ 
ville. Since grant of the proposed opera¬ 
tions on channel 4 in Jacksonville, would 
result In mutually destructive interfer¬ 
ence. these applications must be desig¬ 
nated for consolidated hearing to deter¬ 
mine, In a comparative basis, which of 
the applications would best serve the 
public interest, convenience and neces¬ 
sity. 

2. A number of pleadings and various 
submissions have been filed In connection 
with the above-captioned applications 
which will be treated in our considera¬ 
tion of each of the applications. When 
an applicant for a new station seeks the 
facilities of an existing station, we re¬ 
quire. before making a finding that the 
applicant Is financially qualified, the 
demonstration of the availability of suf¬ 
ficient current and liquid assets to con¬ 
struct the proposed station and to oper¬ 
ate without revenues for three months. 
Orange Nine Inc., 7 FCC 2d 788, 9 RR 
2d 1157(1967). 

3. Trans-Florida Television, Inc.— 
BPCT-4578 

On the basis of the data submitted in 
its application, Trans-Florida will re¬ 
quire at least $2,328,704 itemized as 
follows: 

Down payment on equipment 

(valued at *2,500,000)_ *625,000 

4 months payment on equipment 

balance .«. 156.004 

4 months interest on equipment , 

balance # 7%- 43.760 

Miscellaneous_____ 736.700 

3 months interest on *3,000.000 

loan <# 2% above prime (12%) 90,000 

3 months working capital.. 677,250 


3. 328.704 

To meet the cash need requirement for 
the first year, the applicant's balance 
sheet as of March 27. 1974. shows cash 
of $15,567.62 and prepaid expenses of 
$98,437.75. In addition, applicant relies 
on $263,000 in subscriptions receivable 
plus a $3,000,000 loon dated Decem¬ 
ber 28. 1972. 

4. Messrs. Busby, Jones. Pcnland. Pow¬ 
ell and Richardson have subscribed for 
shares in the following amounts respec¬ 
tively: $50,000. $75,000,475,000. $145,000 
and $48,000. The balance sheets sub¬ 
mitted for each of these shareholders 
(except for Richardson) 1 do not show 
sufficient liquid funds to meet their re¬ 
spective commitments and the balance 
sheets are not current. If the balance 
sheets were current, Mr. Busby could 
only meet $35,000 of his $50,000 com¬ 
mitment, Jones $55,000/75.000. Penland 
$55,000/75,000 and Powell $110,000/ 
145,000. Since the bank loan upon which 
O. Richardson relics Is outdated, and 
since he has not filed a balance sheet, no 
finding can be made as to his ability to 
meet his commitment. Thus, Instead of 
paid In capital plus subscriptions receiv¬ 
able of $423400, the applicant ohly has 
demonstrated the availability of $86,300 


1 Richardson relies on a bank loan. $60,000 
dated June 19. 1973. to meet bis commitment. 
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paid in capital plus subscriptions receiv¬ 
able of $800 for a total of $87,100. More¬ 
over. the bank loan, in addition to being 
outdated, fails to state the rate of In¬ 
terest and requires the personal endorse¬ 
ment of stockholders and their wives 
which endorsements have not been filed. 
Consequently, the bank loan cannot be 
considered to bo available, it cannot be 
determined that Trans-Florida is finan¬ 
cially qualified, and an appropriate issue 
will be specified. 

5. Florida Television Broadcasting 
Company—BPCT-4579 
Based upon data submitted it appears 
that cosh in the amount of $2,502,355 will 
be required for the first year costs of con¬ 
struction and operation • as follows: 

Down payment on equipment 

valued H *2.774.000... *693.600 

4 months <3 4-11 payment* on 

equipment balance..._..... 173,375 

4 months Interest based on 7% 

time price differential_ 65, 480 

Land. 18, 000 

Miscellaneous (Includes grant 

*«•> ....— 765,000 

3 months Interest on *3.600.000 

loan 41 12%--- 108.000 

3 months working capital.. 702.000 


Total----- 2.602. 355 

To meet these costs applicant relies on 
existing capital, new capital and a bank 
loan. The bank loan dated September 11, 
1974. in the amount of $3,500,000 is a 
good commitment and the applicant is 
financially qualified. 

6. An informal objection has been filed 
by the Florida Chapter of the N.A.A.C.P. 
against Florida asserting that a presently 
pending suit against Mr. Ed Ball and 
others by the SEC. In the U S. District 
Court (D.C. Cir.) casts doubt as to tho 
qualifications of Mr. Ball and his as¬ 
sociates. The suit, SJT.C. v. Florida East 
Coast Railway Company: Alfred /. Du¬ 
pont Testamentary Trust . Ed Ball, Co- 
Trustee; Florida National Bank of Jack¬ 
sonville. Florida, corporate trustee; et al„ 
charges the defendant with alleged viola¬ 
tions of the anti-trust provisions (proxy 
requirements) of section 17A of the Ex¬ 
change Act of 1933, and sections 10(b) 
and 14(a) of the Securities and Exchange 
Act of 1934. and seeks a permanent and 
final injunction against such activities. 
The defendants have entered general 
dentals and have Interposed a defense 
saying that FEC Is a common carrier not 
subject to the Securities Act of 1933 nor 
the Securities and Exchange Act of 1934 
Mr. Ball, a principal in Florida, is a prin¬ 
cipal stockholder of Florida East Coast 
Railway Company and Is chairman of the 
Board. He is also a substantial stock¬ 
holder in the Florida National Banks of 
Florida. Inc., a holding company, and the 
Florida National Oroup of Banks, co¬ 
ordinator for all members of th* Florida 
National Oroup of Banks In Florida. 

7. We are of the view that no issue is 
required at this time. We will, however, 
provide that in the event Florida Is suc¬ 
cessful In the comparative proceeding its 
grant will be without prejudice to what¬ 
ever action may be required as a result of 
the pending litigation. 


* Application of three month tost. 
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8. On August 14. 1974, Post-Newsweek 
filed a "submission'* in which it asserts 
that certain of its program logs were 
discovered to be missing in March 1974, 
and that they were ultimately found to 
be in the possession of Florida Televi¬ 
sion. Receipt of the letter was acknowl¬ 
edged. possession of the missing logs 
was confirmed, and on July 12, 1974. the 
logs were returned. In addition, Post- 
Newsweek received photostatic copies of. 
Its program logs for August 1-15. 1972. 
Post-Newswcck asserts that the facts 
warrant full inquiry to determine the 
possible effect upon the qualifications of 
Florida Television. On September 20. 
1974. Florida Television filed comments 
regarding Post-Newsweeks "submission**. 
In substance, Florida Television argues 
that the proper course for specification 
of the requested issue is a petition to 
enlarge under $ 1.229 of the rules, sup¬ 
ported by appropriate affidavits of a per¬ 
son or persons having knowledge. Florida 
Television contends that the request is 
premature, supported by faulty affidavits 
and must be dismissed. Florida Televi¬ 
sion's pleading also suggests the possi¬ 
bility that the logs may have been 
"planted** in order to compromise Flor¬ 
ida. Finally, Florida Television requests 
that should the Commission be of the 
view that an Issue is warranted, it should 
be so framed to permit inquiry into 
whether or not Post-Newsweek at¬ 
tempted to compromise Florida Televi¬ 
sion by delivering or causing to be de¬ 
livered into its possession program logs 
of channel 4. Despite Florida Television’s 
technical objections to the Post-News¬ 
week request for an issue, it is an ad¬ 
mitted fact that the program logs of 
channel 4 which were missing were in 
the possession of Florida Television. The 
how. why, when, where* and who are 
factual questions which must be ex¬ 
plored In on evidentiary hearing. We find 
no merit in deferring consideration of 
these questions to a motion to enlarge 
issues after designation. Accordingly, is¬ 
sues will be specified to permit inquiry 
in the facts and circumstances surround¬ 
ing the acquisition of the WJXT pro¬ 
gram logs by Florida Television and to 
determine whether such acquisition re¬ 
flects adversely in the qualifications of 
Florida Television to be a licensee or 
whether It should be assessed a compara¬ 
tive demerit As for Florida Television’s 
request that if an issue be specified, it 
should Include examination of the facts 
Into the possibility that Post-Newsweek 
may have been responsible for Florida 
Television’s acquisition, no facts have 
been alleged which warrant such issue. 

9. St Johns Television Company— 
BPCT-4580 

On June 22, 1974, the Commission 
adopted a Memorandum Opinion and 
Order (FCC 74-652 )in which it denied 
Post-Newsweek's requests to dismiss St. 


Johns' application asserting that the 
amendment of the application changing 
the applicant from partnership to cor¬ 
poration and changing 82 percent of 
the ownership, in substance, was a new 
application after the cut-off date. Post- 
Newsweek also urged that such changes 
and others were there was no Intent 
to prosecute the application as originally 
filed and therefore raised substantial 
questions as to the bona fldes of the 
original filing. We held in our decision 
that while the amendments to the ap¬ 
plication were acceptable, questions as 
to the bona fldes of the original filing 
would be considered at the time of des¬ 
ignation of the application for hearing. 
The factual background, in brief, is as 
follows: The last day for filing a com¬ 
peting application against Post-News - 
week’s application for renewal was Jan¬ 
uary 2. 1973. On that dnte the part¬ 
nership of Edward L. Baker. Winthrop 
Bancroft, and George D. Auchtcr, in. d/b 
as St. Johns Broadcasting Company filed 
the application BPCT-4580. As filed, the 
application specified for its plan of 
finance a bank loan dependent on the 
continued participation of substantially 
all the partners and $300,000 in paid-in 
capital to be contributed equally by the 
partners. In addition, the applicant’s 
ascertainment survey specified an area 
containing a population In excess of 
550,000 of which 77 percent Is white. The 
community leaders surveyed consisted 
of some twenty-two (22) persona (nine 
of whom are retired) and no apparent 
contact was made with racial minorities 
and labor organizations, i.e. a reason¬ 
able cross-section of the community. 
Moreover, other than a statement that 
the general public was contacted by 
telephone, there is no factual support 
for concluding that a proper ascertain¬ 
ment had been made. These facts, and 
the subsequent amendments, in our view 
require Inquiry into the bona fldes of 
the application as originally filed and 
Issues will be specified, to permit inquiry 
into the facts and circumstances sur¬ 
rounding the filing and whether In the 
evidence. 8t. Johns discloses lack of in¬ 
tent to prosecute as filed and should be 
disqualified or assessed a comparative 
demerit Based upon Information sub¬ 
mitted. it appears that funds in the 
amount of $2,474,917 will be required by 
6t. Johns to construct the station and 
to operate for three months, itemized as 
follows: 


Down payment on equipment val¬ 
ued at $2,600.000.. $650.000 

3 months payments on equipment 

balance--— 162.500 

3 months interest on equipment 

balance at 7%.——.- 44, 167 

Land.—. 817.500 

Miscellaneous (euwum<* STL and 
Mobile Included In equipment 
valued at $2,600,000)- 534,000 


Interest on $3,000,000 loan at 2% 

above prime (12*)- 90.000 

3 months working capita) require¬ 
ment (of 2,707.000)_ 676.750 


Total_ 2.474.917 


To meet this cash requirement applicant 
relics on existing capital, prc-pald ex¬ 
penses and a bank loan In the amount 
of $3,000,000. However, the bank loan Is 
not a firm commitment since on its face, 
the letter states the loan is conditioned 
on St Johns’ "request from us (of) o 
formal lending commitment.” Thus, the 
applicant appears to have only $173,000, 
os indicated in its balance sheet, to meet 
the required costs. As a consequence, a 
financial Issue will be specified. 

10. It Is noted that Mr. Albert Ernest, 
Jr., President. Director. General Man¬ 
ager. and 13.70 percent stockholder in St 
Johns, transferred to his daughter. Lise 
8ims Ernest, a 1.33 percent Interest In 
channel 12. Jacksonville. Miss Ernest is a 
minor, eleven years of age. and lives 
with her parents. In the absence of other 
information, it is assumed that Mr. Er¬ 
nest still has control over that stock and 
that, in the event of a grant, prohibited 
cross interest would rc«rult. Therefore, 
any grant wrhlch might be made would 
be subject to a condition requiring dispo¬ 
sition of the channel 12 stock. 

11. Post-Newswcck is qualified to own 
and operate television station WJXT, 
and Trans-Florida. Florida Television 
and St. Johns are qualified, except with 
respect to the matters discussed above, 
to construct, own. and operate a tele¬ 
vision broadcast station. Because the ap¬ 
plications are mutually exclusive, the 
Commission Is of the opinion they must 
be designated for hearing in a consoli¬ 
dated proceeding on the issues set forth 
below. 

Accordingly, It Is ordered. That pur¬ 
suant to section 309(e) of the Communi¬ 
cations Act of 1934, as amended, the 
above-captioned applications of Post- 
Newsweek stations of Florida, Inc., and 
TTons-Florida Television, Inc., Florida 
Television Broadcasting Company and 
St. Johns Television Company, are desig¬ 
nated for hearing in a consolidated pro¬ 
ceeding, at a time and place to be speci¬ 
fied. upon the following issues: 

(1) (a) To determine with respect to 
Trans-Florida whether Messrs. Busby. 
Jones, Penland. Powell and Richardson 
can meet their stock subscriptions. 

(b) Whether the bank loan from the 
St. Johns River Bank in the amount of 
$3,000,000 will be available. 

<c> To determine in light of the evi¬ 
dence adduced pursuant to issues (a) 
and (b) above whether Trans-Florida is 
financially qualified to construct, own 
and operate the proposed television 
broadcast station. 
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(2) (a) To determine the facts and 
circumstances surrounding the acquisi¬ 
tion by Florida Television of the station 
WJXT program logs for November 1972. 
and photostatic copies of the August X- 
15. 1972. program logs. 

(b) To determine what use. if any, has 
been made by Florida Television of the 
WJXT program logs. 

(c) In light of the evidence adduced 
on the above issues <a> and (b) whether 
Florida Television has the requisite 
character qualifications to be a Commis¬ 
sion licensee or a comparative demerit 
should be assessed against it. 

(3) (a) To determine the facts and 
circumstances surrounding the original 
filing of St. Johas application (BPCT- 
45801. 

(b) In light of the evidence adduced 
bn the above Issue whether the applica¬ 
tion was bona fide. 

(c) To determine in light of the evi¬ 
dence adduced pursuant to Issues 3 (a) 
and (b> above whether St. Johns Televi¬ 
sion should be disqualified from becom¬ 
ing a Commission licensee, or a com¬ 
parative demerit assessed against it. 

(4) (a) To determine whether the 
letter from the Barnett Bank of Jack¬ 
sonville dated March 2, 1973. Is a firm 
commitment. 

<b> In light of the evidence adduced 
pursuant to 4(a) above whether a bank 
loan in the amount of $3,000,000 is avail¬ 
able to St. Johns. 

(c) In light of Issues 4 (a) and (b> 
above whether St Johns Is financially 
qualified to construct, own and operate 
the proposed television broadcast sta¬ 
tion. 

(5) To determine, on a comparative 
basis, which of the above-captioned ap¬ 
plications, if granted, would best serve 
the public interest 

<6) To determine in light of evidence 
on the above issues which of, the appli¬ 
cations should be granted. 

It is further ordered, That in the event 
the application of Florida Television is 
granted, such grant will be without 
prejudice to any action the Commission 
may be required to take as a result of 
the pending proceeding in the U.8. Dis¬ 
trict Court (D.C. dr.) in SJS.C. v. Flor¬ 
ida East Coast Railtcay Company et al. 

It is further ordered, That in the event 
the application of *6t. Johns Television 
Company is granted, such grant will be 
subject to the condition tlmt prior to the 
issuance of any operating authority, the 
cross-interest problem will have to be 
eliminated. 

It is further ordered . That, to avail 
themselves of the opportunity to be 
heard, the applicants herein, pursuant to 
11.221(c) of the Commission’s rules, in 
person or by attorney, shall, within 20 


days of the mailing of this Order, file 
with the Commislon in triplicate a writ¬ 
ten appearance stating an Intention to 
appear on the date fixed for the hearing 
and present evidence on the issues speci¬ 
fied In this Order. 

It is further ordered. That, the appli¬ 
cants herein shall, pursuant to section 
311(a) (2) of the Communications Act of 
1934, as amended, and 8 1.594 of the 
Commission's rules, give notice of the 
hearing, either Individually or. If feasi¬ 
ble* and consistent with the rules, jointly, 
within the time and manner prescribed 
In such rule., and shall advise the Com¬ 
mission of thep ublication of such notice 
as required by 8 l.594<g> of the rules. 

Adopted: December 18, 1974. 

Released: January 3. 1975. 

• Federal Communications 

Commission,' 

(seal) Vincent J. Mullins. 

Secretary. 

IFR Doc.75-388 Piled 1-0-76;8:46 am] 


(PCG 74-1398: Docket No* 30398. 30390: 

File Nos. BPI-25, BPI-51J 

WNJR RADIO CO. 

Memorandum Opinion ond Order 
Designating Oral Argument 

1. The Commission has for considera¬ 
tion the interim authority issued to 
WNJR Radio Company to operate sta¬ 
tion WNJR, 1430 ASSOCIATES, A Joint 
VENTURE. Newark. New Jersey, pending 
the Commission's disposition of compet¬ 
ing applications for regular authority to 
operate WNJR; the decision of the 
United States Court of Appeals for the 
District of Columbia Circuit, Fidelity 
Voices, /tic., et al. v. Federal Communi¬ 
cations Commission . 155 U.8. App. D.C. 
363. 477 F. 2d 1248. 27 RR 2d 168 (1973), 
remanding the matter of the interim 
operation to the Commission for further 
consideration; the Commission's Memo¬ 
randum Opinion and Order released 
June 18,1974 (FCC 74-626) ,* announcing 
tliat alternative proposals for interim 
operation of WNJR would be accepted 
and considered; and an alternative pro¬ 
posal filed by Sound Radio, Inc., propos¬ 
ing a joint interim operation with the 
participation of all interested applicants 
under the firm name, 1430 Associates. 

2. The following applications for regu¬ 
lar authority to operate WNJR arc now 
pending: 


• CominlaBoner Hooks concurring. 

‘ WNJR Radio Company, 47 FCC 2d 533. 


Gilbert Broadcasting Corp. flic No. BP-19047 
Community Group for North Jersey Radio, 

Inc . flle No. BP-19079 
Bound Radio. Inc., flle No. BP-19080 
Fidelity Voices. Inc., flle No. BP-19061 
W. M. E. D. Associates, Inc., file No. BP-19083 
Venture III Corp. flle No. BP-19088 

3. Of the six applicants, the following 
three are now participating in the pres¬ 
ent Interim operation: Gilbert Broad¬ 
casting Corp.. Community Group of 
North Jersey Radio, Inc., and Venture 
HI Corp. Fidelity Voices, Inc. f has can- 
slstently rejected the terms offered for 
its participation in the present opera¬ 
tion. Sound Radio has Indicated that its 
efforts to Join the operation on accepta¬ 
ble and reasonable terms have been un¬ 
successful. W, M. E. D. Associates has 
never advised the Commission of its po¬ 
sition on the question of Interim opera¬ 
tion. 

4. In Its order released June 18, 1974. 
the Commission indicated that. If some 
means of continuing the operation of 
WNJR on on interim basis and within 
the scope of the mandate of the Court 
of Appeals could not be found, the Com¬ 
mission would refer any conflicting pro¬ 
posals and related problems to the Com¬ 
mission's Review Board for its disposi¬ 
tion after an appropriate hearing.* 

5. Since the filing of the Sound Radio 
proposal, the Commission now has the 
presently authorized interim operation 
by WNJR Radio Co.. In which three of 
the six regular applicants are partici¬ 
pating, and the conflicting alternative 
proposal submitted by Sound Radio. 
Sound Radio's proposal for interim op¬ 
erating authority, under the name 1430 
Associates, appears to differ In some re¬ 
spects from the terms of the WNJR 
Radio Co. operation. Thus far, only 
Sound Radio has adopted the 1430 As¬ 
sociates proposal by its action in filing 
the proposal. The Commission has not 
been advised whether any other appli¬ 
cant has yet offered to join the 1430 As¬ 
sociates operation, nor has the Com¬ 
mission received any comments on the 
proposal. 

6. In view of the foregoing, there is, 
at this time, no Indication of what the 
composition of any future interim 
operator might be, and there is no indi¬ 
cation of the extent of any agreement 
among more than three of the appli¬ 
cants; l.e., the applicants now partici¬ 
pating in the present interim operation. 
It appears, therefore, that the matter of 
conflicting Interim proposals and the 
aspects of the present operation, of 


•The Commission also continued the 
WNJR Radio Oo. authorisation In effect, and 
WNJR conUnuca to serve Newark. 
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which the Court of Appeals disapproved, 
must be designated for oral argument 
before the Review Board. In referring 
tills matter to the Board, the Commission 
is delegating to the Board full authority 
to approve the establishment of a satis¬ 
factory Interim operation within the 
scope of the Court's mandate, to approve 
an equitable formula for joint interim 
operation In the event It is determined 
that an Interim operation would serve 
the public interest, and to make the re¬ 
quired findings of basic qualifications of 
the entity which shall be granted the 
interim operating authority 

7. Parties to this proceeding include 
the present Interim operator. WNJR 
Radio Company, and the proponent of 
the alternative interim proposal. Sound 
Radio. Inc. As prospective participants 
in any interim operation, the other five 
applicants for regular authority also 
have on interest in this matter, and. 
therefore, they will be made parties to 
the proceeding. 

8. Accordingly, it is ordered , That 
pursuant to sections 5<d) and 309<a> of 
the Communications Act of 1934. as 
amended, the above matters arc desig¬ 
nated for oral argument before the Re¬ 
view Board at a time and place to be 
designated in a subsequent Order upon 
the following issues: 

1. To determine whether the present 
Interim operation of WNJR, Newark. 
New Jersey, by WNJR Radio Company 
should be continued in effect and. if so. 
the terms and conditions under which 
parties not now in the interim operation 
might be allowed to participate. 

2. To determine, if it is concluded that 
the interim operation of WNJR Radio 
Company should not be continued, 
whether interim operating authority 
should be granted to 1430 Associates and 
the terms and conditions of such interim 
operation. 

9. it is further ordered. That the Gil¬ 
bert Broadcasting Corporation. Com¬ 
munity Group for New Jersey Radio. Inc.. 
Fidelity Voices. Inc.. W. M E. D. Asso¬ 
ciates. Inc., and Venture III Corp. are 
made parties to the proceeding. 

10. it is further ordered, That should 
the parties to this proceeding agree to 
a formula for Joint Interim operation 
prior to the holding of Oral Argument, 
the Review Board shall be empowered 
to consider and act upon the merits of 
any such proposal. 

11. it is further ordered . That. If the. 
parties fail to agree on the terms of the 
joint interim operation (as to the amount 
of their respective Initial capital con¬ 
tributions. monthly contributions to op¬ 
erating expenses, station management, 
etc.), the Review Board is empowered 


to recommend an equitable formula for 
joint voluntary operation. 

12. it is further ordered , That, to avail 
themselves of the opportunity to be 
heard, the applicants and parties re¬ 
spondent hereto, shall, within five (5) 
days of the release of this order, file with 
the Commission an original and two (2) 
copies of a written appearance stating 
an intention to appear on the date fixed 
for the Oral Argument and present evi¬ 
dence on the issues specified in this 
order. 

13. it is further ordered. That WNJR 
Radio Company and Sound Radio. Inc., 
shall, pursuant to section 311(a)(2) of 
the Communications Act of 1934, as 
amended, forthwith, upon the release of 
the order fixing the time and date of the 
Oral Argument, cause to be published 
In a daily newspaper of general circula¬ 
tion In Newark. New Jersey, a notice of 
the hearing, cither individually or 
Jointly. WNJR Radio Company shall 
broadcast notices of the hearing on sta¬ 
tion WNJR on four consecutive days as 
soon as practicable following the release 
of the order fixing the dote and time of 
the Oral Argument Following such pub¬ 
lication and broadcasts, the applicants 
shall forthwith file statements in tripli¬ 
cate setting forth the date of the publi¬ 
cation and the dotes and times of the 
Announcements and the texts thereof. 
The notices of the hearing shall include 
the names of the applicants, frequency 
and location of the proposed interim op¬ 
eration. time and place of the Oral Argu¬ 
ment, and the issues specified In this 
Order. 

Adopted: December 17, 1974. 

Released: January 2.1975. 

Federal Communications 
Commission, 

fssALl Vincent J. Mullins, 

Secretary. 

|FR Doc,75-391 Piled 1-0-75:8:45 am] 


FEDERAL ENERGY ADMINISTRATION 

CONFERENCE TO PROMOTE COOPERA 
TION AMONG PUBLISHERS OF ENERGY 
INFORMATION 

Notice of Meeting 

Notice is hereby given that a "Confer- 
ence to Promote Cooperation Among 
Publishers of Energy Information** will 
be held from 9 am. to 5 pm. on Janu¬ 
ary 23, 1975. and from 9 am. to 12:30 pm. 
on January 24. 1975. The location of the 
Conference will be the 8touffcr's Na¬ 
tional Center Inn. 2399 Jefferson Davis 
Highway, Arlington, Virginia. 

The agenda for the meeting is as 
follows: 


January 22. 1975 

9-9:16—— Welcome to Attendees 
9:16-9:25..- The Plow of Energy Informa¬ 
tion : Government Sector 
9:26-10:15.. Overview of Federal Data 
Bases 

10:15-10:45. Information Essential to Reg¬ 
ulatory Pu actions 


11-11:30.—. Government Bibliographic 
Bystems 

11:30-12.— Legal and Policy Considera¬ 
tion* in the Release of Data 

2:16-2:30... The Flow or Energy Informa¬ 
tion : Private Information 
Publishers 

2:30-3. Traditional Media In the En¬ 

ergy Field 

3-3:30- Non-Traditional Media in the 

Energy Plcld 

3:46-4:15... Professional Society and Not- 
for-Proflt Information Serv¬ 
ices 

4:16-4:45— Prototypes for Cooperation 
Between Government and 
Private Sector 

January 24, 197S 

9-9:46- Overview of FEA’s Programs: 

Potential for Information 
Products and Services 

9:46-10:30.. Conservation and Environ¬ 


ment—Program* and Uaer* 
10:46-11:15. Energy Resource Develop¬ 
ment—Programs and Users 
11:15-11:30. National Energy Informa¬ 
tion Center: 8tale/Federal 
Clearinghouse 

11:30 13-Policy and Analysis, Project 

Independence 

The purpose of the meeting is to pro¬ 
vide for an exchange of information and 
ideas among publishers of energy in¬ 
formation aimed at developing coopera¬ 
tion between the various participating 
organizations of Government and the 
private sector. 

Invitees to the Conference will be from 
government agencies and organizations 
that collect, process, and publish and/or 
offer services involving energy data and 
information, such as publishers, ab¬ 
stracting and indexing services, and 
trade magazines. 

All meetings are open to the public at 
no charge. (In addition, the public may 
attend a luncheon and a reception, for 
which a registration fee will be charged.) 

Further information concerning the 
Conference may be obtained from the 
National Energy Information Center, 
Federal Energy Administration, Room 
1407. Federal Building, Washington, 
D C. 20481, 202-961-8685. It Is requested 
that persons planning to attend notify 
FEA at the above address. 

Issued at Washington, D.C., on Decem¬ 
ber 31, 1974. 

Robert E. Montgomery , Jr., 
General Counsel. 

1FR Doc.75 388. Filed 1-6-75;8:45 ami 
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FEDERAL POWER COMMISSION 

(Dockets No* RI75-82 and RH5^83J 

SHELLY OIL CO. AND BELCO 
PETROLEUM CO. 

Order Providing for Hearing on and Sus¬ 
pension of Proposed Changes in Rates, 
and Allowing Rate Changes To Become 
Effective Subject to Refund 1 

December 24, 1974. 
Respondents have hied proposed 
changes in rates and charges for juris¬ 
dictional sales of natural gas, as set 
forth In Appendix A hereof. 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 


1 Does not coKAolldAte for hearing or die* 
poeo of the several matter* herein. 


Dock* RrepeciUent achM- pt*- 

No. nla ment 

No. No. 


The Commission finds. It Is In the 
public interest and consistent with the 
Natural Gas Act that the Commission 
enter upon hearings regarding the law¬ 
fulness of the proposed changes, and 
that the supplements herein be sus¬ 
pended and their use be deferred as or¬ 
dered below. 

The Commission orders. (A) Under 
the Natural Gas Act. particularly sec¬ 
tions 4 and 15. the regulations pertain¬ 
ing thereto 118 CFR, Chapter II. and 
the Commission’s rules of practice and 
procedure, public hearings shall be held 
concerning the lawfulness of the pro¬ 
posed changes. 

<B) Pending hearings and decisions 
thereon, the rate supplements herein are 
suspended and their use deferred until 
date shown in the “Date Suspended Un- 

Arraxorc A 


Ul M column. Each of these supplements 
shall become effective, subject to refund, 
as of the expiration of the suspension 
period without any further action by the 
Respondent or by the Commission. Each 
Respondent shall comply with the re¬ 
funding procedure required by the Nat¬ 
ural Gas Act and § 154.102 of the regu¬ 
lations thereunder. 

(C) Unless otherwise ordered by the 
Commission, neither the suspended sup¬ 
plements. nor the rate schedules sought 
to be altered, shill be changed until dis¬ 
position of these proceedings or expira¬ 
tion of the suspension period, whichever 
is earlier. 

By the Commission. 

(seal! Kenneth P. Plumb. 

Secretary. 


_ , Amount Pate EffortJvo Data CanU per McP affret tub- 

Pnrcliav/ noil product Of area of filing data susprnilod --— jeet to 

annual Wiwfcred until— Kota (n Propoard r*fund In 

Ioctmm msfwadtyl effect Increased dorkat 

rato Not. 


R17582... Skcliy OU Co.... 


R175-83... Bctoo Patrolvom Oo_ 


17 


141 


El Paso Natural Oat Co. (San 
Juan ttaatn Aran. Fan Juan and 
K*n Arriba Cminlka, N. Mm.) 
(Kan Juan I)a»n Sub Am) 
(Rocky Mountain Ana). 


El Paan Natural 0» Ca (San 
Juan Karin Art*, ltlo Arriba 
County. N. Met.) (Fan Juan 
Banin Sub Area) (Rocky Moun¬ 
tain Aram). 


m ».... 

W7 Northwest Ptpr-Hoii Corp. (Han 

Jooti Bavin Area. Rio Arriba 
County, N. Mm. and LaPiaU 
County. Colo ) iSnn Juan Kasin 
8ub Arou) (Rocky Mountain 


116 

11 

Area). 

El I'aao Natural Ou Co. (Icnario- 

M0 

136 

16 

14 

Klaitro Klald, Lal’lata County, 
Colo.) (Son Juaii Basin Sub 
Area) (Rocky Mountain Area). 

El Paso Natural Ou Co. (8«n 

129 

IS 

Joan Basin Area. San Juan 
llaiiu Area. San Juan County, 
N. Mot.) (San Juan Basin Sub 
Area) (Rocky Mountain Area). 

1 

40 

North* ret PtpHln* Corp. (Rocky 

2 

39 

Mountain Area). 


S M 

ft 14 

• 94 


64,313 

11-25 74 __ 

6-1-73 

>4 26.0314 

••27.06* 

R174 114 


11-26-74 r._ 

6-1-75 • 1 *38.11117 

••20.3172 

It 174-114 

4.WS 

11-25-74 - 

6-1-75 

1 * 2* €614 

• • 27. 4368 

R174-183 


11-25-74. 

6-1-74 

* • 28. *117 

• *29.3173 

K174-133 

*426 

11-24-74 .. 

6-1-75 

• • 26 B314 

••27.43M 

1074 114 


**30 11-25-74_ 

1.211 11-25-74 .., 

473 11-35 74 _ 

1.130 11-2574_ 


0-1-73 •>2**117 »•20.3173 R174-I14 
0-1-73 * 30. VIM *77.0(0 KI74 IA2 

5-1-74 * •• 30.4014 » >« 27. 436ft 11174-114 
0 1 74 *»*2ES1I7 **«2D.3172 11174-114 


332 

11-24 74 _ 

6 I 75 

••3*0 

••».« 

Rt74 132 

1,227 

194 

11-25 74 _ 

11-25-74. 

11-25-74 . 

11-25-74 .. 

6-1-76 

6-1-75 

6-1-75 

6-1-76 

»«»S 
••3*0 
••2*5 
• 26.9614 

• • 260 
••25.5 
••29.0 
•27.4368 

R174 183 
1(174-133 
K17* 133 
H174 133 


am 

11-26-74 . .. 

6-1-75 

•260314 

•27. 4366 

655*04 

12-3-74 - 

7-7-75 

*41.72 

43.73 

643.093 

12-2-74 .. 

7-7-75 

•41.72 

42.73 

1,47*006 

12-2-74 . 

7-775 

•41.72 

4Z72 

l.s*or.i 

12-2-74 ............ 

7-7-75 

•41.73 

42.72 

1.26*036 

12-2 74 . 

7 7-75 

•41.73 

4JL73 


*(Jnk» othvrwi* stalod. tba preaaure boar la 15.025 lb/ln*a. 

I Nmr Mokx) (icodiirtion 

* Applicable In (aa produced trow arrUa completed on or aftor Juue 1, WTO. 


* Subject to applicable Dlu adjustment. 

* Applicable to gaa produced from Weils eotnpHad prtov to June 1,1470. 

* Suspended lu docket No. K174 27. 


The proposed rata inrrcasr* exceed the ap¬ 
plicable area celling rate eel forth In Opin¬ 
ion No. 669. and they are suspended for five 
months from the contractual duo date or Lho 
date Lho underlying rate becomes effective 
subject to refund, whichever la later. 

In regard to any sale of natural gas for 
which the proposed Increased rate Is filed 
under the provision* of Opinion No. 699-H. 
loaned December 4. 1974. in Docket No. R- 
889-B. no part of the proposed rate Increase 
above the prior applicable area ceiling rate 
may be made effective until the seller sub¬ 
mits a statement In writing demonstrating 
that Opinion No C90-H la applicable to the 
particular increased rate filing. In whole or In 
part. The proposed Increased rates for which 
such support shall have been satisfactorily 


demonstrated on or before January 31, 1975, 
will be made effective as of June 91, 1074. 

|FR Doc.76-349 Filed l-d-75;8:46 am] 


1 Dockets Nos. RI76-84 and RI75-85! 

SHELLY OIL CO. AND MOBIL OIL CO. 

Order Providing for Hearing on and Sus¬ 
pension of Proposed Changes In Rates, 
and Allowing Rate Changes To Become 
Effective Subject to Refund 1 

December 24. 1974. 

Respondents have filed proposed 
changes in rates and charges for juris- 

1 Does not consolidate for bearing or*dis¬ 
pose of the several matters herein. 


dlctional (tales of natural gas, aa set forth 
in Appendix A hereof. 

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds. It Is In the pub¬ 
lic Interest and consistent with the Nat¬ 
ural Gas Act that the Commission enter 
upon hearings regarding the lawfulness 
of the proposed changes, and that the 
supplements herein be suspended and 
their use be deferred as ordered below. 

The Commission orders. (A) Under the 
Natural Gas Act. particularly sections 4 
and 15, the regulations pertaining there¬ 
to 118 CFR, Chapter I), and the Com¬ 
mission’s rules of practice and procc- 
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dure, public hearings shall be held con¬ 
cerning the lawfulness of the proposed 
changes. * 

iB> Pending hearings and decisions 
thereon, the rate supplements herein are 
suspended and their use deferred until 
date shown in the “Date Suspended Un¬ 
til*' column. Each of these supplements 
hi util become effective, subject to refund. 


as of the expiration of the suspension 
period without any further action by the 
Respondent or by the Commission. Each 
Respondent shall comply with the re¬ 
funding procedure required by the Nat¬ 
ural Oas Act and 3 154.102 of the regu¬ 
lations (hereunder. 

(C) Unless otherwise ordered by the 
Commission, neither the suspended sup¬ 


plements. nor the rate schedules sought 
to be altered, shall be changed until dis¬ 
position of these proceedings or expira¬ 
tion of the suspension period, whichever 
is earlier. 

By the Commission. 

(seal) Kenneth P. Plumb. 

Secretory. 


Docket R«»i>ond«nl 

No. 


R175-64... Skclly OU Co- 


K175-63. Mobil OU Carp—.. 


ArrEMwx ▲ 


Rale Sup* 
orbed* pWv 
uU> tnenl 

No. No. 


PwohaMT and producing area 


265 S El Pam Natural Oa» Co. (Cedar 

(‘an> on Unit. Eddy Co., 
N. MoO (Permian Base). 

130 Ml West Tnu Gathering Co, (Em* 

trot (Drrp) Kid, Winkler 
County. Tea.) <l*ermlan Daatn) 

147 • It El l*o*> Natural Ow Co. (Wrai Jot 

Kid, U« County. N. Mcx.) 

< Permian Basin). 

241 21 El l*a«> Natural Gas Co. (Broartt* 

B**«U (KUenburrer) Kid. Ter¬ 
rell County, Tei.) (Fermion 
Mo). 


Rate In 


Amount 

of 

annual 

Liicnsk* 

Data Effect!** 

mint date 

tendered union 
suspended 

Date 

CmU per Mcf* 

affect mb* 
)*et to 
refund la 
docket* 
No*. 

untU 

Rate In 
effect 

Proposed 

Increased 

rat* 

129.114 

11-24-74- 

4-1-75 

*37.4647 

136.4156 

11174-124 


1123-74 11-7^ 

•Accepted 

• POO 

• 61.0 


13,716 *11-25-74- 

4*1*71 

29.0 

80.1125 

RJ74-L22 

4.304 


4-1*75 


17.4047 

R171434 

61.794 

U-»-74.. 

4-1-75 

•29.0 

» 0 

K174-* 


• LiU*M otbenrlae stated. the pewaurr hose b 14.64 lb/la**. 


• * Applicable to production 

* Applicable to production 
and niter Jan. I, W73. 

* Not used. 


from ail writs except well No. 3 In ftrcUou 14. 

from wet) No. 3 In aecttoo 15 which was commenced on 


• Applicable to acrage added by supplement No. t (letter amendment dated 

Fob. 5ft.106?). 

• Correction hied Dec. 5, 1974- 

• Applicable to production from formations below the bam of the Stravn formation. 

• Previously reported as J6.4ft»r/Mcf (29.1# )*» ?-53W treaiin* dorp), 

• Accepted, a* of the date set forth in the M K fleet! re Date UnJem Suspended 
column. 


With the exception of Shelly's proposed 
rate Increase under its FPC Oas Rato 
Schedule No. 206 which qualifies for and does 
not exceed the national rate prescribed In 
Opinion No. 699-H. the proposed rate In¬ 
creases exceed the applicable area celling rate 
in Opinion No. 602 and they are suspended 
for five months. 

In regard to any sale of natural gas for 
which the proposed Increased rate Is filed 
under the provisions of Opinion No. 699-H, 
Issued December 4. 1974, in Docket No. 
R 389-B, no part of the proposed rate in¬ 
crease above the prior applicable area celling 
rate may be made effective until the seller 
submits a statement In writing demonstrat¬ 
ing that Opinion No. 699-H la applicable to 
the particular Increased rate filing. In whole 
or In part. The proposed increased rates for 
which such support shall have been satis¬ 
factorily demonstrated on or before Janu¬ 
ary <31. 1976, will be made effective as of 
June 21. 1974 

|PR Doc.75-350 Filed l-d-75;8:45 ami 


(Docket Nos. CP69-41; CF75~138J 

ALGONQUIN GAS TRANSMISSION CO. 

AND TEXAS EASTERN TRANSMISSION 

CORP. 

Application 

December 27,1974. 

Findings and orders after statutory 
hearings granting applications and ap¬ 
plication to amend, consolidating pro¬ 
ceedings. and permitting, interventions. 

On November 1. 1974, Algonquin Gas 
Transmission Co. filed an alternate ap¬ 
plication pursuant to section 7 of the 
Natural Gas Act requesting a limited 
term amendment to its certificate of 
public convenience and necessity to sell 
synthetic gas as mixed with natural gas 
to Elizabethtown Gas Co. (Elizabeth¬ 


town) and Pottsviile Gas Co., ct al. 
(Pottsvllle) on a “best efforts’* basis. 
Algonquin's November 1 filing Is In lieu 
of and withdraws an application filed 
October 11, 1974. In which Algonquin re¬ 
quested certification to sell such gas for 
resale to Texas Eastern Transmission 
Corp. (TETCO). 

The volumes of synthetic gas which 
Algonquin proposes to sell constitute ex¬ 
cess output available from Its synthetic 
gas plant near Fall River. Massachu¬ 
setts. Algonquin previously has been 
granted a certificate of public conven¬ 
ience and necessity as amended 1 for the 
transportation and sale for resale of syn¬ 
thetic gas produced at its facility. The 
additional sales which Algonquin pro¬ 
poses to make herein would also be made 
under Its Rate Schedule SNG-1, at a rate 
of $3.96 per Mcf. 

In addition. Algonquin on October 10. 
1974. filed an amendment to its certifi¬ 
cate requesting authorization to shorten 
the delivery period under its SNG-1 Rate 
Schedule so that the SNG-1 gas will be 
delivered during a 151-day period from 
November 1 through March 31. rather 
than the 182-day^Jcriod originally con¬ 
templated. 


1 On March 4, 1969. Algonquin was Issued 
a certificate of public convenience and noccs- 
•Uy in Docket No. CP69-41 for the construc¬ 
tion and operation of facilities to render 
natural gas service to 1U customers. Subse¬ 
quently the Commission In Opinion No. 637 
and 637-A. issued December 7, 1972. and Feb¬ 
ruary 6. 1973. granted Algonquin certification 
to Bell and transport synthetic gas as mixed 
with natural gn» purebsaed from Algonquin 
8NG. Inc. modifying in part tbe certificate 
Lamed in CP69-41. 


TETCO on November 6, 1974, filed an 
application in Docket No. CP75-138. re¬ 
questing a temporary and a permanent 
certificate to deliver the above-described 
gas volumes by displac emen t to Eliza¬ 
bethtown and Pottsviile, TETCO's appli¬ 
cation also withdraws its filing of October 
15. 1974 in Docket No. RP75-23 which 
sought to recover the cost of purchasing 
synthetic gas from Algonquin under 
TETCO’s PGA provisions. TETCO now 
requests authorization only to deliver ap¬ 
proximately 10,425 MMBTU of gas to 
Pottsviile and 2.000 MMBTU of gas to 
Elizabethtown for the account of Algon¬ 
quin. Such deliveries would be carried out 
In accordance with a letter agreement 
dated November 5, 1974 between Algon¬ 
quin and TETCO. whereby TETCO 
agrees to moke the deliveries and to re¬ 
duce deliveries to Algonquin by an equiv¬ 
alent quantity of gas. 

In support of its application. Algon¬ 
quin states that excess volumes* of its 
SNG-1 gas are anticipated this winter, 
and that Elizabethtown and Pottsviile 
are both experiencing curtailments. Since 
it is anticipated that commencing with 
the next (1975-76) heating season, all of 
the SNG-1 volumes will be required by 
Algonquin's regular customers. Algonquin 
herein seeks only a limited term certifi¬ 
cate ending April 15. 1975. 

Temporary certificate of public con¬ 
venience and necessity for the proposed 
operations were Issued to Algonquin and 
TETCO by letter dated November 25, 
1974, from the Commission Secretary. 

Petitions to intervene were filed in 
Docket No. CP69-41 by Elizabethtown. 
Pottsviile, Rhode Island Consumer's 
Council, and TETCO. The New Jersey 
Public Utilities Commission also filed a 
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notice of intervention. Pottsville filed a 
petition t# intervene in Docket No. CP75- 
138. None of the lntervenors opposes 
these applications or requests a hearing. 

Having reviewed the petitions to Inter¬ 
vene. we are convinced that the petition¬ 
ers all have sufficient interest in these 
proceedings to warrant intervention. Wc 
also note that there exists an interrela¬ 
tionship between the two applications 
which can best be resolved In a consoli¬ 
dated proceeding, and we shall so order. 

At a hearing held on December 23, 
1875. the Commission on its own motion 
received and made a part of the record In 
Docket No. CP69-41 and CP75-138 all 
evidence, including the applications and 
exhibits attached thereto, submitted in 
support of the authorizations sought 
therein, and upon consideration, the 
Commission finds that the service and 
sales proposed is required by the public 
convenience and necessity, and further¬ 
more. 

The Commission orders. (A) Docket 
No. CP69-41 and Docket No. CP75-138 
are consolidated for purposes of hearing 
and disposition. 

<b> Tlie above-named petitioners are 
permitted to intervene in this consoli¬ 
dated proceeding subject to the rules and 
regulations of the Commission: Provided , 
however , That the participation of such 
lntervenors shall be limited to matters 
affecting asserted rights and Interests as 
specifically set forth in said petitions for 
leave to Intervene; and provided, further . 
That the admission of such lntervenors 
shall not be construed as recognition by 
the Commission that they or any of them 
might be aggrieved because of any order 
or orders of the Commission entered in 
tills proceeding. 

CC) Algonquin Gas Transmission Co. 
Is granted an amendment for a limited 
term ending April 15. 1875. to Us certifi¬ 
cate of public convenience and necessity, 
for the sale of available volumes of gas 
to Elizabethtown Gas Co. and Pottsville 
Gas Co. Such sales shall be made pursu¬ 
ant to Rate Schedule SNO-l of Algon¬ 
quin Gas* FPC Gas Tariff. Original Vol¬ 
ume No. 1, and shall be limited to those 
volumes of SNG-l gas available in excess 
of the requirements of Algonquin's regu¬ 
lar customers. 

<D) Algonquin Gas is further granted 
a permanent amendment to its certifi¬ 
cate of public convenience and necessity 
to shorten the dcUvery period contem¬ 
plated by Rate Schedule 8NG-1 from 
182-days to 151-day period from No¬ 
vember 1 through March 31. 

(E) Texas Eastern Transmission Corp. 
is granted a certificate of public con¬ 
venience and necessity, for a limited 
term ending April 15. 1875, to make de¬ 
liveries by displacement, for the account 
of Algonquin, of the volumes of gas 
which Algonquin makes available to 
Eliza be tli town and Pottsville pursuant 
to ordering paragraph (C) above. 

By the Commission. 

Iseal 1 Kenneth P. Plumb. 

Secretary. 

I PR Doc.75-343 Piled l-6-75;8:45 am) 


(Docket No. £-9123] 

ARIZONA PUBLIC SERVICE CO. 

Application 

December 26. 1974. 

Take notice that on November 25,1974, 
Arizona Public Service Co. (APS) ten¬ 
dered for filing pursuant to section 205 
of the Federal Power Act and Part 35 of 
the regulations Issued thereunder. Serv¬ 
ice Schedule C-3 dated November 14, 
1974 to the July 9, 1963 Interconnection 
Agreement with Utah Power & Light 
Co. (UP&L), designated APS Rate 
Schedule FPC No. 26. Service Schedule 
C-3 provides for the short term ex¬ 
change of power, with APS making up 
to 100 mw of capacity and associated 
energy available to UP&L from Decem¬ 
ber 1. 1974 through January 31. 1975, 
limited to an approximately 50 percent 
load-factor. The terms of the exchange 
agreement provide that UP kL may re¬ 
turn its entitlement anytime from De¬ 
cember 1, 1974 through January 31,1977. 
It is requested that Service Schedule C-3 
take effect December 1. 1974. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before January 
17, 1975. file with the Federal Power 
Commission, Washington. D.C. 20426, 
petitions to intervene or protests in ac¬ 
cordance with the requirements of the 
Commission’s rules of practice and pro¬ 
cedure (18 CPR 1.8 or 1 10>. All protests 
filed with the Commission will be con¬ 
sidered by It in determining the appro¬ 
priate action to be taken but will not 
serve to make the protestants parties to 
the proceeding. Persons wishing to be¬ 
come parties to a proceeding or to par¬ 
ticipate as a party in any hearing therein 
must file petitions to intervene in ac¬ 
cordance with the Commission's rules. 
The application is on file with the Com¬ 
mission and is available for public 
inspection. 

Kenneth F. Plumb, 
Secretary. 

|FR Doc.75-321 Filed 1-6-75.8:45 am| 

(Docket No. CP76-1751 
BLUE DOLPHIN PIPE LINE CO. 

Application 

December 26. 1974. 

Take notice that on December 16.1974. 
Blue Dolphin Pipe Line Co. (Applicant). 
Two Shell Plaza, Houston, Texas 77001. 
filed in Docket No. CP75-175 an applica¬ 
tion pursuant to section 7<c> of the 
Natural Gas Act, as Implemented by 
f 157.7(c) of the regulations thereunder 
(18 CFR 157.7(c)). for a certificate of 
public convenience and necessity author¬ 
izing Applicant during the twelve-month 
period commencing January 1, 1975, to 
expand a total of $10,000 to make mis¬ 
cellaneous rearrangements to its exist¬ 
ing transportation facilities, which rear¬ 
rangements will not result In any 
material change in the transportation 
service presently rendered by Applicant, 
all as more fully set forth in the applica¬ 
tion. which is on file with the Commis¬ 
sion and open to public inspection. 


The application states no facilities will 
be Installed under the requested certifi¬ 
cate through which Applicant would de¬ 
liver volumes of gas in excess of 100,000 
Mcf annually, nor will any gas delivered 
through the facilities to be Installed un¬ 
der the requested certificate be used for 
boiler fuel purposes. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Janu¬ 
ary 14, 1975. file with the Federal Power 
Commission. Washington. D.C. 20426, a 
Petition to Intervene or a protest In ac¬ 
cordance with the requirements of the 
Commissio n's ru les of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) and the reg¬ 
ulations under the Natural Gas Act (18 
CFR 157.10). All protests filed with the 
Commission will be considered by it in 
determining the appropriate action to be 
taken but will not serve to make the 
protestants parties to the proceeding. 
Any person wishing to become a party 
to a proceeding or to participate as a 
party in any hearing therein must file a 
petition to intervene in accordance with 
the Commission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to tlie Jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act and the 
Commission's rules of practice and pro¬ 
cedure, a hearing will be held without 
further notice before the Commission on 
this application if no petition to inter¬ 
vene is filed within the time required 
herein, if tlie Commission on its own re¬ 
view of the matter finds that a grant of 
the certificate is required by the public 
convenience and necessity. If a petition 
for leave to intervene is timely filed, or 
If tlie Commission on its own motion be¬ 
lieves that a formal hearing Is required, 
further notice of such hearing will be 
dujy given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc.75—330 Filed 1-6-75:8:45 aoi) 


fDocket No. E -01643] 

BOSTON EDISON CO. 

Proposed Initial Rate Schedule and 
Proposed Transmission Agreement 
December 27. 1974. 

Take notice that on December 10. 
1974, Boston Edison Co. (Edison) sep¬ 
arately tendered for filing proposed ini¬ 
tial rate schedules for purchase by 
municipal light companies of a per¬ 
centage of the capacity, and the energy 
corresponding thereto, of Edison's 
Pilgrim Unit No. 1. 

The proposed effective date of each of 
the tendered rate schedules is Decem¬ 
ber 1, 1974: the furnishing of said ca¬ 
pacity and energy corresponding there¬ 
to is to commence, pursuant to Pilgrim 
Unit No. 1 power purchase agreements. 
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December 1. 1974 and continue through 
December 31, 2000. 

On December 10, 1974. Edison also 
separately tendered for filing—on be¬ 
half of the Connecticut Ught and Power 
Company, the Hartford Electric Light 
Company, and Western Massachusetts 
Electric Company (collectively, the ”NU 
Companies**): New England Power 
Company <NEPCO>: and Edison—pro¬ 
posed initial rate schedules for trans¬ 
mission services related to the above 
described purchases. The City of 
Holyoke. Oas and Electric Department 
and the City of Westfield. Gas and Elec¬ 
tric Light Department will receive 
transmission services from the NU Com¬ 
panies and Edison. The other municipal 
light departments will receive transmis¬ 
sion services from NEPCO and Edison. 

The proposed effective date of each 
of the tendered rate schedules for trans¬ 
mission services Is December 1, 1974, and 
the term of each of the transmission 
agreements is to be concurrent with its 
corresponding Pilgrim Unit No. 1 power 
purchase agreement described above. 

It has been requested that pursuant to 
{ 35.11 of the Commission’s regulations 
the thirty day notice period be waived 
and that the Commission allow the pro¬ 
posed rate schedules described herein to 
become effective as of December 1, 1974. 

Any person desiring to be heard or to 
make any protest with reference to the 
subject matter of this notice should on 
or before January 3. 1975. file with the 
Federal Power Commission. 825 North 
Capitol Street NE. Washington, D.C. 
20428, petitions to intervene or protests 
in accordance with the requirements of 
the Commission’s rules of practice and 
procedure <18 CPU 1.8. 1.10). All protests 
filed with the Commission will be con¬ 
sidered by it in determining the appro¬ 
priate action to be taken but will not 
serve to make protestants parties to any 
proceeding. Persons wishing to become a* 
party to a proceeding or to participate as 
a party in any hearing therein must file 
petitions to intervene in accordance with 
the Commission’s rules. The documents 
referred to herein are on file with the 
Commission and are available for public 
inspection. 

Kenneth F. Plumb, 
Secretary . 

|FR Doc.75-334 Filed 1-6-76:8:45 am) 


(Docket No. R-8884) 

CAROLINA POWER AND LIGHT CO. 

Further Extension of Procedural Dates 

December 23. 1974, 

On December 16. 1974, Staff Counsel 
filed a motion to extend the procedural 
dates fixed by order Issued August 26. 
1974. as most recently modified by notice 
issued November 22. 1974, in the above- 
designated matter. The motion states 
that the parties have been notified and 
have no objection. 

Upon consideration, notice is hereby 
given that the Phase I procedural dates 
in the above matter are modified as 
follows: 


Service of 8tafTa Testimony. January 31, 1975. 
Service of Intcrvenor'e Testimony. February 
14. 1975. 

Service of Company Rebuttal. February 28, 
1975. 

Bearing. March 18.1975 (10 am. e.d.t.). 

The Phase n procedural dates are 
modified as follows: 

Service of Intervener‘a Twtlmony, March 13. 
1975. 

Service of 8tafrs Testimony, April I. 1975. 
Service of Company’s Testimony, April 10. 
1975. 

Service of Intervenor’8 Rebuttal. April 24. 
1975. 

Hearing, May 15, 1975 (10 a.m. e.d.t.) 

Kenneth F. Plumb, 

Secretary . 

[FR Doc.75-323 Filed 1-6-75.8:45 nm) 


(Docket No. E-9i70J 

CENTRAL HUDSON GAS AND 
ELECTRIC CORP. 

Filing of Rate Schedule Supplement 
December 26. 1974. 

Take notice that on December 16.1974. 
Central Hudson Gas and Electric Corp. 
(Central Hudson) tendered for filing as 
a supplement to Its Hate Schedule F.P.C, 
No. 22 a Letter of Notification of wage 
adjustment dated December 10. 1974, 
from Central Hudson to New York State 
Electric and Gas Corp* Central Hudson 
states that this letter provides for an in¬ 
crease in the annual operation and main¬ 
tenance charge from $16,419 to $17,656 
in accordance with Article IV.2 of its 
Hate Schedule FP.C. No. 22. Central 
Hudson requests waiver of the notice re¬ 
quirement of Subsection 35.3 of the Com¬ 
mission’s Regulations to permit this pro¬ 
posed increase to become effective Janu¬ 
ary 1, 1975. 

Any person desiring to be heard or to 
protest said filing should file a petition to 
intervene or protest with the Federal 
Power Commission, 825 North Capitol 
Street NE.. Washington. D.C. 20426. in 
accordance with §| 1.8 and L10 of the 
Commission’s rules of practice and proce¬ 
dure (18 CFR 1.8, 1.10). All such peti- 
tion$ or protests should be filed on or be¬ 
fore January 9.1975. Protests will be con¬ 
sidered by the Commission in determin¬ 
ing the appropriate action to be taken 
but will not serve to make protestants 
parties to the proceeding. Any person 
wishing to become a party must file a 
petition to intervene. Copies of this filing 
are on file with the Commission and are 
available for public Inspection. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc.75-315 Filed 1^6-75:8:45 amj 


[Docket No. E-91771 

CENTRAL HUDSON GAS AND 
ELECTRIC CORP. 

Filing of Contract Supplement 

December 26. 1974. 

Take notice that on December 16.1974. 
Central Hudson Gas and Electric Corpo¬ 
ration (Central Hudson) tendered for 


filing Supplement No. 3 to Contract No. 
44 between Central Hudson and Con¬ 
solidated EdL«yon Company of New York. 
Inc. Central Hudson states that this sup¬ 
plement cancels Contract No. 44 on No¬ 
vember 26. 1974. in accordance with the 
terms of the agreement. 

Any person desiring to be heard or to 
protest said filing should file a petition 
to intervene or protest with the Federal 
Power Commission, 825 North Capitol 
Street NE.. Washington, DC. 20426, in 
accordance with f! 1.8 and 1.10 of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8. 1.10). All such peti¬ 
tions or protests should be filed on or 
before January 9. 1975. Protests will be 
considered by the Commission In deter¬ 
mining the appropriate action to be 
taken, but will not serve to make protes¬ 
tants parties to the proceeding. Any per¬ 
son wishing to become a party must file a 
petition to intervene. Copies of this filing 
are on file with the Commission and are 
available for public inspection. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc.75-314 Fllfd 1-6-75:8:45 am] 


(Docket No, RF75-271 

CITIES SERVICE GAS CO. 

Order Granting Further Interventions 
December 23. 1974. 

On October 23. 1974, Cities Servico 
Oas Co. (Cities Service) tendered for 
filing proposed changes In its FPC Gas 
Tariff Second Revised Volume No. 1/ 
Cities Service’s filing was noticed by the 
Commission on November 1. 1974, with 
protests and petitions to intervene due 
on or before November 15, 1974. Addi¬ 
tional timely protests and petitions to 
intervene were filed by the Midwest Gas 
Users Association, the Armco Steal Co¬ 
operation (Sheffield Division), the City 
Group Gas Defense Association and the 
City of Springfield. Missouri and the 
Board of Utilities of Springfield, MLs- 
souri. An untimely petition to intervene 
was filed by the Union Gas System, Inc. 

Having reviewed the above petitions 
to intervene we believe that the peti¬ 
tioners have sufficient interest in the 
proceedings to warrant interventions. 

The Commission finds . It Is desirable 
and in the public interest to allow the 
above-named petitioners to intervene. 

The Commission orders. <A) The 
above-named petitioners are hereby per¬ 
mitted to Intervene in these proceedings 
subject to the rules and regulations of 
the Commission; Provided . however. 
That participation of such lntervenors 
shall be limited to matters affecting as¬ 
serted rights and interests as specifically 
set forth in the petition to Intervene; 
and Provided, further , That the admis¬ 
sion of such lntervenors shall not be 
construed as recognition by the Com¬ 
mission that they might be aggrieved 
because of any order or orders of the 


* Eleventh Revised 8heet POA-I. Second 
Revised 8heet No. 37D. Original Qhtoi Noe. 

37H, 371 and 37J. 
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Commission entered in this proceeding, 

iB) The untimely intervention of 
Union Oas System. Inc. granted herein 
shall not be the basis for delaying or 
deferring and procedural schedules here¬ 
tofore established for the orderly and 
expeditious disposition of this proceed¬ 
ing. 

(C) The Secretary shall cause prompt 
publication of this order in the Federal 
Register. 

By the Commission. 

[SEAL) KENNETH F. PLUMB, 

Secretary . 

[FR Doc.75-326 Filed 1-0-73:8:45 sun| 


(Docket No. RP71-10S (1073 Phase)) 
CITIES SERVICE GAS CO. 

Compliance Filing 

December 27. 1974. 

Take notice that on December 16. 
1974, Cities Service Oas Co. tendered for 
filing copies of its Report of Collections 
from jurisdictional customers. The com¬ 
pany states that its tender is made In 
accordance with the Commission’s Sep¬ 
tember 5. 1974. order in the above docket 
and pursuant to Article n. Section 1 of 
the April 24, 1974. Stipulation and 
Agreement. 

The company also states that copies 
of the filing are being served on each of 
Us Jurisdictional customers, each af¬ 
fected state commission and each party 
in the above docket. 

Any person desiring to be heard or to 
protest said filing should file a petition 
to intervene or protest with the Federal 
Power Commission. 825 North Capitol 
Street NE, Washington, D C. 20425. in 
accordance with ♦•§ 1.8 and 1.10 of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8. 1.10). All such peti¬ 
tions or protests should be filed on or be¬ 
fore January 17. 1975. Protests will be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make protest- 
ants parties to the proceeding. Any per¬ 
son wishing to become a party must file 
a petition to intervene. Copies of this fil¬ 
ing arc on file with the Commission and 
are available for public inspection. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc.73-347 Filed 1-0-75:8:45 ami 


|Docket No. CP7S-170I 

COLORADO INTERSTATE GAS CO. 

Application 

December 27. 1974. 

Take notice that on December 16.1975, 
Colorado Interstate Gas Co., a division of 
Colorado Interstate Corp. (Applicant), 
P.O. Box 1087. Colorado 8prings. Colo¬ 
rado 80944. filed in Docket No. CP75-176 
an application pursuant to section 7(b) 
of the Natural Oas Act for permission 
and approval to abandon the Twombly 
gas purchase facilities in northeast 
Colorado, all as more fully set forth In 
the application, which is on file with the 


Commission and open to public inspec¬ 
tion. 

Applicant proposes to abandon the 
Twombly Purchase Meter 8tation. which 
consists of a meter facility, a small 2.- 
000,000 standard cubic feet per day field 
dehydrator and approximately 476 feet of 
4-inch plsfeUne. all of which facilities 
will be dismantled and returned to stock. 
Applicant states that these facilities 
were constructed pursuant to budget au¬ 
thorization issued to Applicant in Docket 
No. CP70-197 on April 20. 1970. 

Applicant further states that the 
Twombly facilities are no longer re¬ 
quired since the Twombly No. 1 well, from 
which the subject facilities were con¬ 
structed to receive natural gas. has been 
plugged since April 1973. when the pro¬ 
ducer experienced production and oper¬ 
ational diflculties. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before January 
15.1975, file with the Federal Power Com¬ 
mission, Washington. D.C. 20426. a peti¬ 
tion to Intervene or a protest In accord¬ 
ance with the requirements of the Corn- 
miss Ion's rules of practice and procedure 
(18 CFR 1.8 or 1.10) and the regulations 
under the Natural Gas Act (18 CFR 
157.10). All protests filed with the Com¬ 
mission will be considered by it in deter¬ 
mining the appropriate action to be taken 
but will not serve to make the protestants 
parties to the proceeding. Any person 
wishing to become a party to a proceed¬ 
ing or to participate as a party In any 
hearing therein must file a petition to 
intervene in accordance with the Com¬ 
mission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federnl Power Commission by sections 7 
and 15 of the Natural Gas Act and the 
Commission's rules of practice and pro¬ 
cedure. a hearing will be held without 
further notice before the Commission on 
this application if no petition to intervene 
is filed within the time required herein. 
If the Commission on Its own review of 
the matter finds that permission and ap¬ 
proval for the proposed abandonment are 
required by the public convenience and 
necessity. If a petition for leave to in¬ 
tervene is timely filed, or if the Commis¬ 
sion on its own motion believes that a 
formal hearing is required, further notice 
of such hearing will be duly given. 

Under the procedure herein provided 
for. unless otherwise advised. It will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb. 

Secretary. 

|PR Doc.75-336 Filed 1-0-75:8:45 am) 


(Docket No. E 9170| 

CONNECTICUT LIGHT AND POWER CO. 
Amendment To Purchase Agreement 
December 27. 1974. 

Take notice that on December 12.1974. 
the Connecticut Light and Power Co. 
(CLIP) filed an amendment to the pur¬ 


chase agreement between it, the Hart¬ 
ford Electric Light Co. (HELCO) and 
Montaup Electric Co. (Montaup) which 
was filed on October 17. 1974, in Docket 
No. E-9066. 

CLAP states that the amendment in¬ 
creases Montaup’s entitlements in the 
five gas turbine units from 15.8898% to 
52.9661% for the period December 1. 
1974 through April 30. 1975. The Amend¬ 
ment to Purchase Agreement is dated 
as of November 20. 1974. 

CLAP states that the Amendment to 
the Purchase Agreement has been mailed 
or delivered to CLAP. IIELCO. and Mon¬ 
taup. 

Any person desiring to be heard or to 
protest said filing should file a petition 
to Intervene or protest with the Federal 
Power Commission, 825 North Capitol 
Street NE. Washington. D.C. 20426, in 
accordance with 55 1.8 and 1.10 of the 
Commission's rules of practice and pro¬ 
cedure (18 CFR 1.8. 1.10). All such pe¬ 
titions or protests should be filed on or 
before January 3. 1975. Protests will be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
flic a petition to intervene. Copies of thin 
filing are on file with the Commission 
and are available for public inspection. 

Kenneth F. Plumb, 

Secretary. 

1FR Doc.75-335 Filed 1-6-75:8:45 am) 


(Docket No. E-70451 

DEPARTMENT OF THE INTERIOR, ALASKA 
POWER ADMINISTRATION, EKLUTNA 
PROJECT 

Request for Approval of Rates and 
Charges 

December 23. 1974. 

Notice is hereby given that the Secre¬ 
tary of the Interior (Secretary), acting 
on behalf of Alaska Power Administration 
(APA) and pursuant to section 2 of the 
Eklutna Project Act of July 31, 1950 (64 
Stat 382), filed with the Federnl Power 
Commission on December 9. 1974, a re¬ 
quest in Docket No. E-7045 for the Com¬ 
mission's confirmation and approval of 
APA's rates and charges for the sale of 
power and energy from the Eklutna Proj¬ 
ect included in Rate Schedules A-F7, 
A-N6, A-L6, and A-M2. effective for a 
five-year period from the date of ap¬ 
proval. 

Proposed Rate Schedule A-F7 for 
wholesale firm power service, available 
to wholesale power customers, provides 
for a charge of 10.3 mills per kilowatt- 
hour for all Arm energy, with no capacity 
charge. This charge represents on In¬ 
crease of one mill, or 10.75 percent, over 
the 9.3 mills per kilowatt-hour contained 
in the currently approved Rate Sched¬ 
ule A-F6 which It supersedes. 

Proposed Rate Schedule A-N6 for non- 
firm power service, available to firm pow¬ 
er customers normally maintaining their 
own generating facilities, supersedes cur¬ 
rently approved Rate Schedule A-N5. 
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There is no change proposed in the rate 
which is 3 0 mills per kilowatt-hour for all 
energy, with no capacity charge. 

Proposed Rate Schedule A-L6 applies 
to domestic or residential service within 
towns, camps, and installations operated 
in connection with Federal project con¬ 
struction, operation or maintenance, over 
Government-owned low voltage distribu¬ 
tion systems. Charges for each 4-week 
period Include 3 cents per kilowatt-hour 
for the first 100 kilowatt-hours. 2 cents 
per kilowatt-hour for the next 100 kilo¬ 
watt-hours. 1.25 cents per kilowatt-hour 
for the subsequent 400 kilowatt-hours, 
and all additional energy at 1 cent per 
kilowatt-hour. This is the same rate as 
that contained in the currently approved 
Rate Schedule A-LS which it supersedes. 

Proposed Rate Schedule A-M2 con¬ 
tinues the special rate of 6 mils per 
watt-hour for nonflrm energy delivered 
to Elmcndorf and Fort Richardson mili¬ 
tary installations pursuant to existing 
contract terms, as established in cur¬ 
rently approved Rate Schedule A-Ml 
which it supersedes. 

In support of the proposed rate sched¬ 
ules, the Secretary submitted to the Com¬ 
mission rate and repayment studies for 
the purpose of showing that the proposed 
rates will produce revenues which, to¬ 
gether with revenues collected to date, 
will be sufficient over the remaining years 
of the repayment schedule to achieve 
payout in the 50th year of project opera¬ 
tion. 

The proposed rate schedules and sup¬ 
porting data are on file with the Com¬ 
mission and are available for public in¬ 
spection. Copies of the rate schedules and 
the rate and repayment study were fur¬ 
nished by APA to all of its wholesale 
customers. Any person desiring to moke 
comments or suggestions for the Com¬ 
mission’s consideration with respect to 
the proposed rate schedules should sub¬ 
mit the same In writing on or before Jan¬ 
uary 10,1975, to the Federal Power Com¬ 
mission, 825 North Capitol Street NE., 
Washington. D.C. 20426. 

Kenneth F. Plumb. 

Secretary. 

iFR Doc.75-324 Filed 1-6-75:8:45 am) 


(Docket No. RP74-22; Docket No. RF74-23] 

EL PASO NATURAL GAS CO. AND 
NORTHWEST PIPELINE CORP. 

Further Extension of Time 

DrcrMisra 26, 1974. 

On December 24. 1974. El Paso Natural 
Gas Co. filed a motion for an extension 
of time within which to file briefs on 
exceptions and briefs opposing excep¬ 
tions to the Presiding Administrative Law 
Judge’s Initial Decision Lssucd August 28. 
1974. In the above-designated matter. 
The motion states that all parties have 
been contacted and have no objection. 

Upon consideration, notice is hereby 
given that the date for filing briefs on 


NOTICES 

exceptions is extended to January 29. 
1975, and the date for filing briefs op¬ 
posing exceptions is extended to Febru¬ 
ary 10. 1975. 

Kenneth F. Plumb, 
Secretary . 

(PR Doc.75-813 Filed 1-6-75:8:45 om( 


(Docket No. E-0O911 

GEORGIA POWER CO. 

Order Accepting for Filing and Suspending 

Proposed Rato Increase, Denying Re~ 

quest to Reject, Providing for Hearing 

Procedures and Granting Interventions 

December 26. 1974. 

On October 31. 1974, Oeorgia Power 
Co. (Georgia Power) tendered for filing 
proposed changes' in its FPC Electric 
Tariff, Original Volume No. 1. Oeorgia 
Power contends that the proposed 
changes would Increase revenues from 
Jurisdictional sales and service by $42,- 
981,351, based on the twelve month pe¬ 
riod ending December 31, 1975. This 
revenue increase would, according to 
Georgia Power, permit the Company to 
cam an overall rate of return of 10.03 
per cent. Including a 14.5 per cent on 
common equity. 

The instant filing contains proposed 
Rate Schedule WR-8. which would re¬ 
place Rate Schedule WR-7, currently the 
subject of consideration in Docket No. 
E-8170. Georgia Power requests that the 
WR-8 rate be made effective as of De¬ 
cember 1, 1974, and suspended until 
April 1. 1975. The Company states that 
this’ suspension period has been re¬ 
quested in accordance with the pro¬ 
visions of the Settlement Agreement 
agreed to by Georgia Power in Docket 
No. E-8170. 

Review of Georgia Power’s filing found 
It to be deficient with respect to certain 
requirements of the Commission’s Regu¬ 
lations. Accordingly, the Commission 
Secretary, by letter dated November 19, 
1974, informed the Company of the de¬ 
ficiency. stating further that a filing date 
would not be assigned its submittal until 
the deficiency was cured. On Novem¬ 
ber 26. 1974, Georgia Power submitted 
additional data which fulfills the filing 
requirements of ihe Commission’s Regu¬ 
lations. Accordingly, we shall assign an 
official filing date of November 26. 1974. 

In support of its filing, Georgia Power 
states that the Increased rates are nec¬ 
essary to provide the Company with rev¬ 
enues sufficient to finance new facilities 
needed to adequately serve its customers. 
Georgia Power further asserts that, due 
to increased costs and reduced earnings, 
the Company's coverage ratios have fall¬ 
en below the level required for issuance 
of first mortgage bonds and preferred 
stock. 

Notice of Georgia Power’s filing was 
Issued on November 7, 1974. with com- 


* The proposed changes Include Cover 
Sheet. Second Revised Sheet Noe. I and 25 
through 34. Third Revised Sheet Noe. 23 end 
24. and Fourth Revised Shoet No. 35. 


ments. protests or petitions to intervene 
due on or before November 19, 1974. Pe¬ 
titions to intervene were timely filed by 
The Water. Light and Sinking Fund 
Commission of the City of Dalton. Geor¬ 
gia (Dalton), Oglethorpe Electric Mem¬ 
bership Corporation Jointly with seven 
of its member cooperatives (Coopera¬ 
tives) * *. and the Power Section of the 
Georgia Municipal Association. Inc., 
jointly with forty-nine municipal cor¬ 
porations (Municipals)*. On Novem¬ 
ber 20. 1974, the Municipals filed a para¬ 
graph to be added to their Petition to 
Intervene, alleging that such paragraph 
was inadvertently deleted from said 
petition. 

Dalton's petition states that Dalton 
has a direct and substantial interest in 
Georgia Power’s rate filing, since Dalton 
purchases electric power at wholesale 
from the Company. Further, Dalton 
states that it is opposed to the proposed 
rato increase, and requests that the Com¬ 
mission suspend such Increase for the 
full statutory period. 

In support of their “Petition to In¬ 
tervene and Motion to Suspend”, the 
Cooperatives contend that: 

(1) The rale of return sought by 
Georgia Power is excessive: 

(2) Georgia Power has included con¬ 
struction work In progress (CWIP) in 
its rate base, contrary to Commission 
policy; 

(3) Georgia Power has increased Its 
rato base by adding minimum bank bal¬ 
ances to working capital, contrary to 
Commission policy; 

(4) Georgia Power’s method of allo¬ 
cating demand-related costs lias placed 
upon the wholesale customers a greater 
revenue responsibility than said cus¬ 
tomers should bear: 

(5) Georgia Power has improperly 
calculated the tax credit to working capi¬ 
tal; and 

(6) The proposed fuel clause errone¬ 
ously includes a fixed efficiency formula. 

The Cooperatives conclude by praying 
that the Commission suspend the pro¬ 
posed Increase so that it becomes effec¬ 
tive. subject to refund, not earlier than 
April 1. 1975. 


• Mitchell County Electric Membership 
Corp.. Snapping Shoals Electric Membership 
Co rp_ Flint Electric Membership Corp.. 
Three Notch Electric Membership Corp., 
Habersham Electric Membership Corp , Jack- 
son Electric Membership Corp.. and 8a til la 
Rural Electric Membership Corp. 

• Tho Cities of Acwartb. Adel. Albany. 
Barnesvllle, Blakely. Braselton, Brinson. Bu¬ 
ford, Cairo, Calhoun. Camilla, Cartersvllle. 
College Park. Commerce, Covington. Doe- 
run. Douglas. East Point, Elberton, Ellavllle. 
Falrbum, Fltrgerald. Forsyth, Fort Valley, 
Grantrllle. Orlflln. Hampton, HoganavUle, 
Jackson. LaFayette, I aG range. I wren ce¬ 
rt lie. Mansfield. Marietta. Monroe.'Wontlcello. 
Moultrie. Ncwnan. Norcross. Palmetto. Quit- 
man. SandcravUte. 8y Iran la. Sylvester. Thom¬ 
as ton. Thomasvllie, Washington. West Point, 
and Whig ham, Oeorgia, all municipal cor¬ 
porations organised and existing under the 
laws of the State of Oeorgia. 
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In their ‘‘Petition • • • for leave to 
Intervene. Protest and Request for Re¬ 
jection or Suspension of Rate Schedules", 
the Municipals contend that Oeorgta 
Power's filing should be rejected for the 
following reasons: 

(1) Georgia Power has failed to com¬ 
ply with the portion of 9 35.13(b) (4) (111) 
of the Commission's regulations requir¬ 
ing submission of cost of service data 
“for the most recent twelve consecutive 
months for which actual data arc avail¬ 
able (Period I) • • • ".In this regard, the 
Municipals assert that a portion of the 
filing “consists of data for the 12-month 
period ending August 31. 1974 while the 
balance of the data submitted only re¬ 
lates to the 12-month period ending 
March 31, 1974.“ More recent data is ob¬ 
viously available, the Municipals contend, 
and should have been submitted: 

(2) Georgia Power’s filed “Period II" 
data is contrary to that portion of i 35.14 
(b) (4) (ill) of the Regulations requiring 
that Period n data begin “• • • no later 
than the date the rates are proposed to 
become effective •••**. The Municipals 
contend that the proposed effective date 
Is December 1, 1974. and that calendar 
year 1975 Is, therefore, an Improper 
“Period IT. 

(3) Georgia Power has failed to com¬ 
ply with the sixty-day preflling require¬ 
ment of || 35.13(b) (4) (1) and (5) of the 
Commission's regulations; and 

(4) The Company's proposed WR-8 
rate Is “promotional" in that the Com¬ 
pany has altered Its traditional demand 
and energy rate design to recover less 
than its variable operating costs under 
the energy component of the rate. This 
“promotional" rate, say the Municipals, 
is contrary to current national policy of 
enegy and fuel resources conservation. 
The Municipals conclude by praying that 
the Commission reject Georgia Power’s 
filing for the four reasons cited above, 
or. In the alternative, suspend the filing 
for the maximum period permitted by 
law. 

On December 16. 1974. Oeorgia Power 
filed an “Answer • • • to Petitions for 
Intervention, Protest and Requests for 
Rejection or Suspension." In this plead¬ 
ing. Georgia Power contends that the 
Municipals' Motion to Reject and Re¬ 
quest for suspension until May 1. 1975. 
should be denied. The Company docs 
state, however, that It supports the Co¬ 
operatives’ Motion to Suspend until 
April 1. 1975. In conclusion, the Com¬ 
pany submits that the proposed rate in¬ 
crease should be accepted for filing, and 
that good cause does not exist to suspend 
the rate Increase beyond April 1. 1975. 

Our review of the Municipal’s four 
arguments for rejection of Georgia 
Power's filing, as outlined above, leaves 
us unpersuaded as to the merits of such 
arguments. For the following reasons, 
therefore, the Municipals’ request that 
we reject the filing shall be denied: 

(1) Regarding the timeliness of “Peri¬ 
od I” data submitted by Georgia Power, 
we believe that the Company's state¬ 
ments in Its “Answer” filed December 16. 
1974. indicate that it has made a good 
faith effort to submit the most recent 


data available at the time preparation 
for the filing was begun. Moreover. 
Oeorgia Power also states that it will 
supply “more current Information” 
should the Municipals request it. For 
these reasons, we find that good cause 
does not exist to reject the filing for the 
Alleged failure to submit sufficient “Peri¬ 
od r data. 

(2) The Municipals’ contention re¬ 
garding the timeliness of “Period IT’ data 
rests on the construction of that portion 
of the Commission's regulations requir¬ 
ing that “Period IT’ data begin “ • • • no 
later than the date the rates are proposed 
to become effective • • •“ We note that in 
Opinion No. 711* * the Commission ac¬ 
cepted, with certain exceptions not here 
relevant, a Settlement Agreement be¬ 
tween the Company and 86 of its 89 cus¬ 
tomers.' Paragraph 3.6 of this Settlement 
Agreement states In part as follows: 

QPC presently intends to file increased 
rates for wholesale adVvice on or about Octo¬ 
ber 1. 1974. and to specify In such filing an 
effective date thirty days later. In spite of 
such specification. OPC agrees to request the 
Federal Power Commission not to permit such 
Increased rates to become collectible, either 
finally or subject to refund pending Commis¬ 
sion review, for service rendered prior to 
April 1. 1975. and OPC shall not coltect such 
Increased rates for service tendered prior to 
April 1, 1975. 

Georgia Power cited this language In 
its transmittal letter of October 31. 1974, 
in stating its position regarding the effec¬ 
tive date for the proposed rate increase. 
We believe that a reasonable construction 
of this Settlement Agreement language, 
together with Georgia Power's transmit¬ 
tal letter, leads to the conclusion that the 
“requested effective date” of the proposed 
rate increase is April 1,1975, for purposes 
of determining compliance with the time¬ 
liness provision of the “Period IT’ data 
requirement contained in 135.13(b)(4) 
(ill) of the regulations. Therefore, use of 
calendar year—1975 data does comply 
with such requirement. 

(3) With regard to Georgia Power’s al¬ 
leged failure to comply with the 60-day 
prefiling requirements of our regula¬ 
tions,* the Municipals state: “We recog¬ 
nize that the Commission lias apparently 
decided to follow the decision of the 
United States Court of Appeals for the 
District of Columbia Circuit in Indiana 
k Michigan Electric Company v. Federal 
Power Commission * which held the 60- 
day profiling requirements of I 35.13(b) 

(4) (1) and (5) of the Commission’s regu¬ 
lations Invalid under section 205<d) of 
the Federal Power Act.” Nevertheless, 
say the Municipals, the United States 
Court of Appeals for the Filth Circuit 
upheld the Commission’s authority to re¬ 
quire a notice period in excess of 30- 
days for a proposed rate filing • • 


• Opinion No. 711, issued November 15, 1074, 
In Docket Noa. K-7548 and E-8170 

•All of the parties collectively referred to 
herein as the "Municipals" agreed to mtcb 
settlement. 

•Sections 35.13(b) (4) («) and (6), 

• -F. 2d-(D C Cir. 1974. Dockot No. 

72-2168, issued Februaiy 14. 1974, order on 
rehearing Issued August 14. 1974. 


mi 

citing Placid Oil Company v. Federal 
Commission' for this proposition. The 
Municipals, therefore, urge the Commis¬ 
sion to enforce the 60-day requirement 
“l pi ending a definitive resolution of this 
issue or the revision of its present regu¬ 
lations • • •" 

In the portion of the Placid opinion 
here relevant, the court was addressing 
Itself to the issue of whether the Com¬ 
mission’s authority * to delay the effec¬ 
tiveness of rate filings applies only be¬ 
fore a given rate has been found “Just 
and reasonable”, or whether the Com¬ 
mission also has authority to delay the 
effectiveness of a rate after It has been 
found “Just and reasonable”. Thus, the 
Placid court did not squarely face the is¬ 
sue of the 69-day preflling requirement, 
and the validity of this regulation vis-a- 
vis section 205(d) of the Federal Power 
Act. as did the court in Indiana k Michi¬ 
gan. For this reason, we believe that the 
Placid opinion is not directly relevant to 
the issue of the validity of the 80-day re¬ 
quirement, and that the Indiana k Mich¬ 
igan decision is controlling. Accordingly, 
we shall follow the Indiana k Michigan 
opinion on this is rue. 

<4> With regard to the Municipals’ al¬ 
legation that Georgia Power’s WR-8 rate 
is “promotional” and, therefore, con¬ 
trary to national policy, we agree with 
the Company’s statement" that “Rate 
design is an appropriate issue for consid¬ 
eration In a rate case, but disagreement 
over rate design is no ground for rejec¬ 
tion of a rate filing." We do note, how¬ 
ever. that Georgia Power’s rate filing 
does contain a declining block rate struc¬ 
ture, whereby the average charge per 
kWh to a customer declines as purchases 
of electricity Increase. Further, we be¬ 
lieve that this rate form may be incon¬ 
sistent with our stated goals of promot¬ 
ing energy conservation and encouraging 
a more efficient allocation and use of this 
nation’s scarce energy resources.* 1 Ac¬ 
cordingly. the parties In their evidenti¬ 
ary presentations should direct their at¬ 
tention to the issue of whether Georgia 
Power's rate design is consonant with 
sound conservation policy. 

Our review of Georgia Power’s filing 
and of certain allegations raised by the 
above-mentioned Petitions to Intervene 
indicates that certain issues arc raised 
which may require development in evi¬ 
dentiary proceedings. The proposed in¬ 
crease in rates and charges has not been 


• Placid Oil Company v. Federal Power Com¬ 
mission, *83 F. 2d 880 (1973). 

•The Placid court was construing Section 
4(d) of the Natural Oas Act. whose language 
is virtually Identical to that in Section 205(d) 
of the Federal Power Act. 

••"Answer of Georgia Power Co. to Peti¬ 
tions for Intervention. Protest and Requests 
for Rejection or 8uftperu>lon“, page 4, filed 
December 16. 1974. In Docket No. K 0O91 
u See, in this regard: Iowa Public Service 
Co., Docket No. E-6815, order lamed Decem¬ 
ber 11. 1974: Order No. 49G, Issued November 
29, 1973: Notice of Proposed Rulemaking, Re¬ 
vision to Regulations Under Federal Power 
Act to Provide for Filing of Rate Design In¬ 
formation. Issued April 26. 1974. In Docket 
No. RM74 20. 
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shown to be just and reasonable and may 
be unjust. unreasonable, unduly disc rim • 
Inatory. preferential or otherwise unlaw¬ 
ful. Accordingly, we shall suspend the 
proposed rate filing, based on the filing 
date of November 26, 1974. for five 
months until May 26, 1975. and estab¬ 
lish hearing procedures to determine the 
justness and reasonableness of the pro¬ 
posed rates and charges. 

The Commission finds. (1) It is neces¬ 
sary and proper in the public Interest 
and to aid In the enforcement of the 
provisions of the Federal Power Act that 
the Commission enter upon a hearing 
concerning the lawfulness of the rates 
and charges contained in Georgia Pow¬ 
er's FPC Electric Tariff, Original Volume 
No. 1. as proposed to be amended in this 
docket, and that the tendered revised 
tariff sheets be suspended as herein¬ 
after provided. 

(2) Good cause does not exist to reject 
Georgia Power's filing as requested by 
the Municipals. 

(3) Participation in this proceeding of 
the above-named petitioners to inter¬ 
vene may be in the public interest. 

The Commission orders. <A> Pursuant 
to the authority of the Federal Power 
Act, particularly sections 205 and 206 
thereof, the Commission’s rules of prac¬ 
tice and procedure, and the Regulations 
under the Federal Power Act <18 CFR, 
Chapter I). a public hearing shall be 
held on May 20. 1975. at 10 a m, e.d.t.. 
in a hearing room of the Federal Power 
Commission, 825 North Capitol Street 
NE, Washington. D.C. 20426. concern¬ 
ing the lawfulness of the rates and 
charges contained in Georgia Power's 
instant rate filing. 

(B) On or before April 8. 1975. the 
Commission Stiff shall serve its pre¬ 
pared testimony and exhibits. Any in¬ 
tervener evidence will be filed on or be¬ 
fore April 22, 1975. Any rebuttal evi¬ 
dence by Georgia Power shall be served 
on or before May 6. 1975. 

(C) Pending a hearing and a decision 
thereon, Georgia Power's proposed 
changes in rates and charges, tender of 
which was cured on November 26, 1974. 
are accepted for filing and suspended 
for five months, the use thereof deferred 
until May 26. 1975, when said proposed 
rates and charges shall become effective, 
subject to refund. 

<D) The Municipals' request to reject 
Georgia Power's filing is hereby denied. 

<E) A Presiding Administrative Law 
Judge to be designated by the Chief Ad¬ 
ministrative Law Judge for that pur pose, 
(See Delegation of Authority, 18 CFR 
3.5(d)). shall preside at the heading in 
this proceeding, shall prescribe relevant 
procedural matters not herein provided, 
and shall control this proceeding in ac¬ 
cordance with the policies expressed in 
the Commission's rules of practice and 
procedure. 

<F> The above mentioned petitioners 
are hereby permitted to Intervene in this 
proceeding, subject to the rules and 
regulations of the Commission: Provid¬ 
ed, however , That the participation of 
such intervenors shall be limited to mat¬ 
ters affecting the rights and Interest 


specifically set forth in the respective 
petitions to intervene; and Provided , 
further . That the admission of such in¬ 
tervenors shall not be construed as 
recognition that they or any of them 
might be aggrieved because of any order 
or orders issued by the Commission in 
this proceeding. 

<G> Nothing contained herein shall 
be construed as limiting the rights of 
parties to this proceeding regarding the 
convening of conferences or offers of set¬ 
tlement pursuant to 6 1.18 of the Com¬ 
mission’s rules of practice and procedure. 

<H) The Secretary shall cause prompt 
publication of this order In the Federal 
Register. 

By the Commission. 

(seal) Kenneth F. Plumb, 

Secretary . 

JFR Doc.75-340 Filed I-6-75;8:45 am] 


INTER-CITY MINNESOTA PIPELINES 
LIMITED. INC. 

(Docket No. RF73-66. POA 7572 J 

Proposed Changes in FPC Gas Tariff Under 

Purchased Gas Adjustment Clause Pro¬ 
vision 

December 27, 1974. 

Take notice that Inter-City Minnesota 
Pipelines Limited, Inc. on December 5. 

1974, and as supplemented on December 
10. 1974, tendered for filing Third Re¬ 
vised Sheet No. 4 (Second Revised PGA- 
1) to its FPC Gas Tariff. Original Volume 
No. 1 proposed to be effective January 1, 

1975. 

Minnesota Pipelines states that the 
purpose of filing this revised tariff sheet 
is to reflect the increased costs of gas 
purchased from ICG Transmission Lim¬ 
ited, effective January 1. 1975. 

Minnesota Pipelines also states that 
copies of this filing have been served up¬ 
on all its customers. 

Any person desiring to be heard or to 
protest said application should file a peti¬ 
tion to intervene or protest with the Fed¬ 
eral Power Commission, 825 North Cap¬ 
itol Street NE.. Washington, D.C. 20426, 
in accordance with 1.8 and 1.10 of the 
Commission's rules of practice and proce¬ 
dure (18 CFR 1.8, 1,10). All such peti¬ 
tions or protests should be filed on or be¬ 
fore January 15. 1975. Protests will be 
considered by the Commission In deter¬ 
mining the appropriate action to be 
taken, but will not serve to make protest- 
ants parties to the proceeding. Any per¬ 
son wishing to become a party must file a 
petition to Intervene. Copies of this ap¬ 
plication are on file with the Commission 
and arc available for public inspection. 

Kenneth F. Plumb, 

Secretary. 

I PR Doc.75-348 Filed 1-6-75:8:43 an>J 

(Docket No. CP7S-1771 

KANSAS NEBRASKA NATURAL GAS CO. 

INC. 

Application 

December 26,1974. 

Take notice that on December 17,1974, 
Kansas-Nebraska Natural Gas Co.. Inc. 


(Applicant), PO. Box 608. Hastings. 
Nebraska 68901. filed in Docket No. 
CP75-177 an application pursuant to 
section 7 of the Natural Gas Act. as im¬ 
plemented by paragraphs <b>, <e>. and 
(g) of 4 157.7 of the regulations there¬ 
under (18 CFR 157.7 <b). <e), <g>>, for 
a certificate of public convenience and 
necessity authorizing the construction, 
during the calendar year 1975, and op¬ 
eration of gas purchase facilities, for 
permission and approval, also during the 
calendar year 1975, to abandon certain 
direct soles measuring station and re¬ 
lated minor facilities, and for authoriza¬ 
tion for the construction, relocation, re¬ 
moval or abandonment, during the 
calendar year 1975. and operation of field 
compression and related metering and 
appurtenant facilities, all as more fully 
set forth in the application, which is on 
file with the Commission and open to 
public inspection. 

The purposes of this budget-type ap¬ 
plication are (1) to augment Applicant's 
ability to act with reasonable dispatch in 
the construction and abandonment of 
facilities which will not result in chang¬ 
ing Applicant's system salable capacity 
or service from that authorized prior to 
the filing of the application, and (2) to 
augment Applicant's ability to act with 
reasonable dispatch in contracting for 
and connecting to its pipeline system 
supplies of natural gas in various pro¬ 
ducing areas generally co-extcnslve with 
said system, and (3) to enable Applicant 
to abandon direct sales measuring facil¬ 
ities when deliveries to any one direct 
sale customer through any one of the 
sales measuring facilities to be aban¬ 
doned have not exceeded 100.000 Mcf 
annually during the last year of service. 

Applicant states that the total cost for 
construction of the gas purchase facilities 
will not exceed $3,975,000. with no single 
project to exceed $990,000, and that the 
abandonment, removal and relocation, 
and construction of additional field com¬ 
pression facilities will not exceed $2,000.- 
000, with no single project to exceed 
$500,000. Applicant states further that 
the cost of the new facilities will be met 
out of current working capital or will 
be obtained by interim bank loans, which 
at a later date will be funded by a secu¬ 
rity issue. 

Any person desiring to be heard or to 
make any protest with reference bo said 
application should on or before January 
15, 1975. file with the Federal Power 
Commission. Washlrtgton, D.C. 20426. a 
petition to intervene or a protest in ac¬ 
cordance with the requirements of the 
Commission's rules of practice and pro¬ 
cedure U8 CFR 1.8 or 1.10) and the Reg¬ 
ulations under the Natural Gas Act 
<18 CFR 157.10). All protests filed with 
the Commission will be considered by it 
in determining the appropriate action to 
be taken but will not serve to make the 
Protestants parties to the proceeding. 
Any person wishing to become a party to 
a proceeding or to participate as a party 
in any hearing therein must file a peti¬ 
tion to Intervene in accordance with the 
Commission's rules. 

Take further notice that, pursuant to 
the authority contained in and subject to 
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the Jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Gas Act and the Com¬ 
mission's rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this 
application if no petition to intervene la 
filed within the time required herein. If 
the Commission on its own review of the 
matter finds that a grant of the certifi¬ 
cate and permission and approval for the 
proposed abandonment are required by 
the public convenience and necessity. If 
a petition for leave to intervene is timely 
filed, or if the Commission on its own 
motion believes that a formal hearing Is 
required, further notice of such hearing 
will be duly given. 

Under the procedure herein provided 
for. unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb, 

Secretary. 

|FR Doc.75-310 Plied 1-0-75;8:45 ftmj 


(Docket No. RP7fl-43| 

KNOXVILLE UTILITIES BOARD ANO 
TENNESSEE GAS PIPELINE CO. 

Complaint and Request for an Order to 
Show Cause 

December 26. 1974. 

Knoxville Utilities Board, ct al.. and 
Tennessee Public Service Commission, 
Complainants. Tennessee Gas Pipeline 
Company, a Division of Tenneco Inc., 
and East Tennessee Natural Oas Com¬ 
pany, Defendant* *. 

Take notice that on December 23,1974. 
Knoxville Utilities Board, et al..* and the 
Tennessee Public Service Commission 1 
thereinafter referred to as Complain¬ 
ants] filed a complaint against Tennes¬ 
see Gas Pipeline Company, a Division of 
Tenneco Inc. (Tennessee), and East 
Tennessee Natural Gas Co. (East Ten¬ 
nessee), a subsidiary of Tennessee, al¬ 
leging that, counter to previous repre¬ 
sentations made by officials of Tennessee 
in numerous filings before the Commis¬ 
sion and without sufficient notice to its 


* The names of ail complainants are as fol¬ 
lows Athena mimic* Board; CUtBena Utility 
District; Cook guy LI le Ooa Department; The 
Elk River Public Utility District; Etowah 
Utilities Department: FayettevlUe Oas Sys¬ 
tem; Gallatin Natural Oas Syntem: Harriman 
Utility Board; Knoxville Utilities Board; 
Lenoir City Utilities Board; Lewlsburg Oas 
Department: Loudon Utilities Board; Madi- 
sonvllle Oas System; Pint Utility District of 
Usury County; Middle Tennessee Utility Dis¬ 
trict; Rorkwood Natural Oas Co.; Marlon 
Natural Oas System; Sweetwater Board or 
Public Utilities; Jefferson-Cocke County 
Utility District; Volunteer Natural Oas Co.; 
United CUtes Oas Co.; Hawkins County Util¬ 
ity District; Tennessee Public Service Com¬ 
mission. Correspondence to James L. Bomar, 
Jr., Esquire, Bomar. Sbofner, Bomar A Irion. 
200 Peoples National Bank Building, Nash¬ 
ville, Tennessee 37100. 

■Correspondence to Eugene Ward. General 
Counsel. Tennessee Public Service Commis¬ 
sion. Cordell Hull BuUdlng, NashvlUe, Ton- 
neaace 87210. 


customers, Tennessee has invoked se¬ 
vere curtailment causing serious emer¬ 
gencies to all customers of* Tennessee 
and. specifically, to the customers of East 
Tennessee. Complainants further allege 
that the far-reaching Impact of the cur¬ 
tailment action is so detrimental and 
that the suddenness of the institution of 
the severe curtailment plan raises such 
critical suspicions that the Commission 
should Issue a show cause order directing 
Tennessee to state its reasons for said 
curtailment. 

Complainants state that Tennessee, on 
December 13, 1974. notified by telephone 
all of Its customers. Including East Ten¬ 
nessee, that commencing December 16. 
1974. It was Invoking a curtailment in¬ 
volving 97 percent of Priority 3 volumes 1 
until December 31. 39 percent of Prior¬ 
ity 2 volumes in January 1975. 20 percent 
of Priority 2 volumes in February 1975 
and 35 percent of Priority 2 volumes In 
March 1975. Complainants further state 
that as of the date of this filing, the only 
notice of the reasons for this curtailment 
was a newspaper article 4 that indicated 
the Instant curtailment Is In addition to 
an earlier curtailment Invoked by Ten¬ 
nessee in October 1974. both of which 
curtailments appear to be caused by 
losses in production sustained by hur¬ 
ricane Carmen. 

Complainants argue that it is incon¬ 
ceivable that Tennessee operates its bus¬ 
iness in such a manner that it did not 
have advance notice of weeks and possi¬ 
bly months of this severe gas shortage, 
and that such hasty. Ill-considered action 
by Tennessee has led to numerous as¬ 
sertions being made that this action is a 
•‘power play" to accomplish results of 
(a) Increasing the chances of deregula¬ 
tion of natural gas by Congress. <b> 
preventing the passage of a depletion al¬ 
lowance restriction by Congress, and <c> 
aiding Tennessee, in its rate case now 
pending before the Commission, to prove 
that Its depreciation allowance should 
be substantially Increased. Complainants 
aver that Tennessee* should at least un¬ 
equivocally set the record straight so 
that these assertions will be laid to rest. 
Complainants further allege that a cred¬ 
ibility gap has been created which Is 
causing mass confusion among the cus¬ 
tomers of Tennessee and East Tennessee. 

Complainants further state that Ten¬ 
nessee. In several named proceedings be¬ 
fore the Commission, has consistently 
stated that It has sufficient gas supplies 
to meet Its customers' presently author¬ 
ized requirements until the winter of 
1976. 

Complainants also raise questions con¬ 
cerning the future of Tennessee's ability 
to deliver customers' needs and questions 
as to the real status of gas reserves 
alleged by Tennessee as not yet attached 
and as to the reasons for the delay in 
attachment. 


■Priorities *et forth In I 2.78 of the Com¬ 
mission's Oenentl Policy and Interpretation* 
(18 CFR 2 78). 

• Ttio Wall Street Journal, December 20, 
1074. 
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Complainants allege the need for scru¬ 
tiny of Tennessee’s gas reserves and Ten¬ 
nessee's procedures In notifying its cus¬ 
tomers and for inquiry Into the problems 
of whether the Instant curtailment 
should be reduced or eliminated and 
whether volumes should be restored to 
Tennessee's customers. Complainants 
further allege that, if Tennessee’s gas 
supply picture is as bleak as Is repre¬ 
sented. every customer needs to be ad¬ 
vised as promptly as possible to avoid 
severe damages, or that. If Tennessee has 
arbitrarily invoked its curtailment, then 
immediate relief for ail customers should 
be ordered to prevent irreparable in¬ 
jury. Complainants finally allege that 
Tennessee’s plan may be unreasonable 
and unjust and that Tennessee's failure 
to give reasonable notice may be in con¬ 
travention of the notice provisions of the 
Natural Gas Act. 

Accordingly. Complainants request 
that this complaint be docketed and that 
the Commission Issue an order to require 
Tennessee to show cause as to why its 
curtailment Invoked on December 16. 
1974, should not be modified and why the 
volumes of natural gas which may be 
found to be arbitrarily withheld should 
not be restored to Tennessee's customers. 

It appears reasonable and consistent 
with the public interest In this case to 
prescribe a period shorter than 15 days 
for the filing of protests and petitions 
to intervene. Therefore, any person de¬ 
siring to be heard or to moke any pro¬ 
test with reference to said filing should 
on or before January 8,1975, file with the 
Federal Power Commission. Washington, 
DC. 20426, a petition to Intervene or a 
protest in accordance with the require¬ 
ments of the Commission's rules of prac¬ 
tice and procedure <18 CFR 1.8 or 1.10). 
AH protests filed with the Commission 
will be considered by it In determining 
the appropriate action to be taken but 
will not serve to make the Protestants 
parties to the proceeding. Any person 
wishing to become a part to a proceeding 
or to participate as a party in any hear¬ 
ing therein must file a petition to Inter¬ 
vene in accordance with the Commis¬ 
sion's rules. 

KiNNmi P. Plumb. 

Secretary. 

IPR Doc.75- 331 Piled 1~6~75;8:45 am] 


|Docket No CP76-160] 

MONTANA DAKOTA UTILITIES CO. 

Application 

December 23, 1974. 

Take notice that on December 9, 1974, 
Montana-Dakota Utilities Co. (Appli¬ 
cant), 400 North Fourth Street, Bis¬ 
marck, North Dakota 58501, filed in 
Docket No. CP75-169 an application pur¬ 
suant to section 7(c) of the Natural Gas 
Act. as implemented by ft 157.7(c) of the 
regulations under said Act. for a certifi¬ 
cate of public convenience and necessity 
authorizing the construction, during the 
twelve-month period commencing on 
April 1. 1975. of facilities for miscellane¬ 
ous rearrangements not resulting In any 
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change of service and operation of cer¬ 
tain natural gas sales and transportation 
facilities to enable Applicant to make 
sales and deliveries to consumers located 
in proximity to its pipeline system, all 
as more fully set forth in the application 
which Is on file with the Commission and 
open to public inspection. 

Applicant states that the purpose of 
this budget-type application Is to enable 
Applicant to construct and operate gas 
sales and transportation facilities for 
making direct sales of natural gas to con¬ 
sumers. for transportation and sale of 
volumes of natural gas previously au¬ 
thorized under certificates to existing 
distributors' customers in the distribu¬ 
tors' market areas, and for miscellaneous 
rearrangements. Applicant requests •'spe¬ 
cific authorization" to provide firm 
service to unspecified high priority resi¬ 
dential and small commercial customers 
from its transmission facilities In areas 
where Applicant is also the franchised 
distributor of natural gas. Applicant 
states that the volumes Involved would be 
de minimis and that at this time it is not 
experiencing a gas supply shortage and 
has capacity for additional firm sales by 
means of facilities proposed herein. In 
addition. Applicant requests "specific 
authorization" to provide new delivery 
points for new residential or small com¬ 
mercial customers of its resale customers. 
Applicant indicates that these new de¬ 
livery points would be used to provide 
service to a maximum of five residential 
or small commercial customers. 

The application indicates that the fol¬ 
lowing gas-sales or transportation facili¬ 
ties are contemplated at the time of this 
application: 

1. Up to 100 farm tap. meter and regu¬ 
lator settings to serve rural consumers of 
Applicant from transmission mains in 
the States of Montana. North Dakota. 
South Dakota and Wyoming at a unit 
cost of approximately $300 each and a 
total estimated cost of $30,000. 

2. Up to 5 farm tap. meter and regula¬ 
tor settings to serve consumers of Wyo¬ 
ming Gas Company or Byron Gas Serv¬ 
ice from Applicant's transmission mains 
in the State of Wyoming at an estimated 
cost of $2,000. 

3. Up to 10 transmission line taps, 
meters and lateral lines to serve small 
subdivisions constructed on the outskirts 
of presently served communities In the 
States of Montana, North Dakota. South 
Dakota or Wyoming at an estimated cost 
of $68,000. 

The application states that the total 
estimated cost of Applicant’s proposed 
facilities is not to exceed $300,000 and 
will be financed with Internally generated 
funds. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Janu¬ 
ary 10, 1975, file with the Federal Power 
Commission, Washington. D.C. 20426, a 
petition to Intervene or a protest in ac¬ 
cordance with the requirements of the 
Commissio n's ru les of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) and the reg¬ 
ulations under the Natural Gas Act (18 
CFR 157.10). All protests filed with the 


Commission will be considered by It In 
determining the appropriate action to be 
taken but will not serve to make the pro- 
testants parties to the proceeding. Any 
person wishing to become a party to a 
proceeding or to participate as a party 
lu any hearing therein must file a peti¬ 
tion to intervene in accordance with the 
Commission's rules. 

Take further notice that, pursuant to 
the authority contained in and subject to 
the Jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Gas Act And the Com¬ 
mission's rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this ap¬ 
plication if no petition to Intervene is 
filed within the time required herein. If 
the Commission on its own review of the 
matter finds that a grant of the certifi¬ 
cate is required by the public convenience 
and necessity. If a petition for leave to 
intervene Is timely filed, or tf the Com¬ 
mission on Its own motion believes that 
a formal hearing Is required, further 
notice of such hearing will be duly given. 

Under the procedure herein provided 
for. unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc.75-325 Plied 1-5-75;8:45 amj 


(Docket No. RP74-1001 

NATIONAL FUEL GAS SUPPLY CORP. 

Notice of Filing of Motion and Agreement 
and Undertaking 

December 27.1974. 

Take notice that on December 13,1974. 
National Fuel Gas Supply Corporation 
(National Fuel) tendered for filing a 
Motion to Make Rates and Charges Ef¬ 
fective alter Suspension (the rates In the 
Instant docket having been suspended 
by order issued August 9. 1974) and an 
agreement and undertaking to comply 
with the terms and conditions of ft 154.67 
of the Commission's regulations. The 
rates to which the motion pertains are 
those suspended by the August 9. 1974 
order to which have been added cumula¬ 
tive purchased gas cost adjustments 
totalling 7.65e/Mcf. National Fuel states 
that copies of this filing have been served 
on all parties to this proceeding, on Na¬ 
tional Fuel's jurisdictional customers, 
and on the state regulatory commissions 
of New York, Ohio and Pennsylvania. 

Any person desiring to be heard or to 
protest said application should file a peti¬ 
tion to intervene or protest with the Fed¬ 
eral Power Commission. 825 North Capi¬ 
tol Street NE.. Washington. D.C. 20420, 
in accordance with ft ft 1.8 and 1.10 of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8. 1.10). All such peti¬ 
tions or protests should be filed on or 
before January 9, 1975. Protests will be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make Pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 


fllo a petition to intervene. Copies of this 
application are on file with the Commis¬ 
sion and are available for public inspec¬ 
tion. 

Kenneth F. Plumb, 

Secretary. 

(FR Doc.75-333 FiJod 1-5-75;8:45 un| 


(Docket No. RP74-100, POA75-5J 

NATIONAL FUEL GAS SUPPLY CORP. 

Proposed PGA Rate Adjustment • 
December 26,1974. 

Take notice that on December 10, 1974, 
National Fuel Gas Supply Corp. (Na¬ 
tional) tendered for filing as part of its 
FPC Gas Tariff, Original Volume No. 1, 
Second Interim Revised Sheet No. 4, 
proposed to be effective January 1, 1975. 

National states that the sole purpose 
of this revised tariff sheet is to adjust 
National's rates pursuant to the PGA 
provision in Section 17 of the General 
Terms and Conditions approved by the 
Commission’s Order Issued October 31. 
1974. in Docket No. RP74-100. National 
further states that such tariff sheet re¬ 
flects an adjustment in National’s rates 
of 1.75e per Mcf on Second Interim Re¬ 
vised Sheet No. 4. 

It is stated that copies of the filing 
have been mailed to all of its jurisdic¬ 
tional customers and affected state reg¬ 
ulatory commissions. 

Any person desiring to be heard or to 
protest said filing should file a petition to 
intervene or protest with the Federal 
Power Commission. 825 North Capitol 
Street NE.. Washington, D.C. 20426. in 
accordance with ftft 1.8 and 1.10 of the 
Commission's rules of practice and pro¬ 
cedure (18 CFR 1.8, 1.10). All such pe¬ 
titions or protests should be filed on or 
before January 0, 1975. Protests will be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make Pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
file a petition to intervene. Copies of this 
filing arc on flic with the Commission 
and are available for public inspection. 

Kenneth F. Plumb, 
Secretary. 

(FR Doc.75-327 Filed 1-6-75.8:45 am] 


(Docket Non. RP71-107 <Phwe II) POA75-1. 

RP72-127. RP74-Q and R*D75-1| 

NORTHERN NATURAL GAS CO. 

Order Accepting for Filing and Suspending 
Proposed PGA and RAD Rate Adjust¬ 
ment, Setting Limited Issue for Hear¬ 
ing, and Denying Request to Track Cer¬ 
tain Costs Under R&O Clause 

December 26. 1974. 
Northern Natural Gas Company 
(Northern) on October 25, 1974, and 
November 1, 1974, filed proposed revised 
tariff sheets 1 to track increased esti- 


* Sixth Revised Sheet No. 4A to FPC Om 
T ariff, Third Revised Volume No. I; end 
Fifth Revised 8heot No. IC end Second Re¬ 
vised Sheet No. £02 to Original Volume No. 2. 
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mated purchased Ra$ and research and 
development (RAD) costs pursuant to 
Its approved PGA and RAD cost adjust¬ 
ment clauses, respectively. The rate 
changes would be $28,072,000 annually 
under its Volume No. 1 tariff and $1,224.- 
000 under Its Volume No. 2 tariff and 
would reflect increased purchased gas 
and RAD costs for the twelve months 
ending September 30. 1975, as adjusted 
for both unrecovercd purchased gas and 
RAD costs incurred during the twelve 
months ended September 30, 1974. 

Northern also filed alternate sheets 1 
which included an additional adjust¬ 
ment for purchased gas costs resulting 
from tire inclusion of the estimated rate 
effect of the proposed nationwide rates 
for flowing gas at Docket No. R-478. 
Northern requests that these sheets be¬ 
come effective as of December 27, 1974, 
and if the Commission has not issued 
a final order in Docket No. R-478 ap¬ 
proving new flowing gas rates. Northern 
requests that the sheets be placed into 
effect subject to refund after a one day 
suspension. 

As a third alternative. Northern pro¬ 
poses to Include a still further adjust¬ 
ment In 1U rates to reflect Its proposal 
to track costs associated with its Dallas 
Center Underground Storage Project in 
Docket No. RP74-9, as on RAD expense 
pursuant to* * its RAD cost adjustment 
clause. 1 Northern proposes a Decem¬ 
ber 27. 1974. effective date for Us filing. 

Comments or protests were due on No¬ 
vember 25, 1974, for the October 25. 1974, 
filing and on December 12, 1974. for the 
November 1, 1974 filing. Four parties * 
filed petitions to intervene which did 
not request formal hearing. The North¬ 
ern Municipal Defense Group and Min¬ 
nesota Municipal Utilities Association 
also filed a petition to intervene and pro¬ 
test which requested that the alternate 
tariff sheets reflecting the proposed R- 
478 rates be rejected since no order has 
been issued, or will in the near future be 
issued. In that docket. 

Northern's request to reflect, as an 
RAD expense, costs associated with the 
testing and development of the DaUas 
Center Storage Project was filed initially 
as a request for advance approval to 
track such costs under its RAD clause 
on August 6, 1973, in RP74-9. 1 Subse- 


• First Substitute Sixth Revised Sheet No. 
4A to Third Revised Volume No. 1 and First 
Substitute Fifth Revised Sheet No. 1C and 
Substitute Second Rcvircd Sheet No. S02 to 
Original Volume No. 2. 

•Second Substitute Sixth Revised Sheet 
No. 4A to Third Revised Volume No. I end 
Second Substitute Fifth Revised. Sheet No. 
1C to Original Volume No. 2. 

• Metropolitan Utilities District of Omaha, 
Nebraska; Michigan Wisconsin Pipeline Com* 
pany; Terra Chemicals International. Inc.; 
Farmland Industries, Inc. 

•The August 6. 1973, filing wai noticed on 
August 22, 1073 In response thereto, Iowa 
Public Service Company and Minnesota Nat¬ 
ural Oas Company filed petlttrn to Intervene 
and the Iowa State Commerce Commission 
filed a Notice of Intervention. None of the 
parties requested a hearing or protested the 
filing. 


qucntly, such costs were Included in a 
proposed RAD tracking filing made on 
October 25. 1973, to become effective on 
December 27. 1973. However. Northern 
had no effective RAD clause on file until 
the Commission issued its January 4, 
1974. order In Docket Nos. RP71-107 
(Phase H) and RP72-127 which ap¬ 
proved a proposed settlement agreement 
subject to conditions. The order ap¬ 
proved. inter alia. Northern** proposed 
RAD clause subject to the elimination of 
the section of the settlement which in¬ 
cluded the preliminary cost of locating 
new storage fields within the RAD 
clause's definition of RAD expenditure. 

On January 22. 1974. Northern filed a 
compliance filing to reflect the approved 
settlement agreement rates as well as a 
revised rate filing pursuant to its now 
effective RAD clause. The filing reflected 
elimination of the costs associated with 
the DaUas Project. The costs were sub¬ 
sequently included in the instant filing 
and Northern requests approval or, in 
the alternative, a one day suspension 
and hearing on the proposed inclusion 
of the Dallas Storage as an RAD expense. 

As noted previously, we found in our 
January 4, 1974. order in Docket Nos. 
RP71-107 (Phase II) and RP72-127 that 
the preliminary costs of locating new 
storage fields were not RAD expenses un¬ 
der the Commission's definition of RAD 
costs,* Moreover, we stated in the Janu¬ 
ary 4. 1974. order that: 

(a)mounti f~r storage field development 
are. In general, not the type* of Innovative 
and novel project* contemplated by the 
Ccjcnmiaalon's definition of R&D expenditures 
promulgated In Order No. 4S3. 

We find that the Dallas Storage proposal 
falls within the category of "storage 
field development" discussed above and 
thus not within the definition of RAD 
costs, as contemplated by Order No. 483. 
Accordingly, we shall deny Northern's 
request in this docket and In Docket No. 
RP74-9 to track costs associated with 
the development and testing of the Dal¬ 
las Storage Project and shall not accept 
the sheets reflecting inclusion of such 
costs in Northern's rates/ 

In light of the above finding, we shall 
also deny Northern's request for a one 
day suspension and hearing concerning 
such costs.* 

In view of the fact that no order has 
been issued or. in edll probability, will be 
Issued on or before December 28,1973. on 
the proposed new flowing gas rates in 
Docket No. R-478. we shall deny North¬ 
ern's request to make effective the pro¬ 
posed tariff sheets which reflect such 
costs In Its PGA rate adjustment.* 

Oxtt review of the RAD portion of 
Northern's October 25. 1974, filing re¬ 
flected in the tariff sheets listed in Foot¬ 
note 1 of this order indicates that the 


• Sc*: Order No. 483. Issued April 30. 1973, 
In Docket No. R-462. 

1 See Pool not? 2 above. 

•S:e: Michigan-Wisconsin Pipe Line Com - 
party. FPC issued June 26. 1974. In 
Docket No. RP73-102. 

• 8eo Footnote 3 above. 


costs associated with the Vincent. Iowa 
Storage project, the Canadian Arctic 
Study. Northern Border 8tudy, and the 
Conoco Methanatlon Project Study 
should be permitted since they have been 
approved as RAD items In our January 4. 
1974, and March 22.1974, orders In Dock¬ 
et No. RP7I-107 (Phase H) ct al. 

However, the proposed RAD rate as¬ 
sociated with the Coal Gasification Study 
and the Coal Slagging Gasifier Project 
have not been shown to be within the 
definition of RAD expenditures set forth 
In Order No. 483. Accordingly, wc shall 
permit the costs associated with these 
projects to become effective, subject to 
refund, after a one day suspension and 
shall set the matter for hearing. 

Our review of the purchased gas por¬ 
tion of Northern's October 25. 1974. filing 
reflected in the tariff sheets listed in 
Footnote 1 In this order, indicates that It 
Is bafed in part upon small Independent 
producer and emergency purchases at 
rates in excess of the rate levels estab¬ 
lished by Opinion No. 699-H. 1 * Therefore, 
the proposed rates have not been shown 
to be just and reasonable and may be un¬ 
just, unreasonable, unduly discrimina¬ 
tory or otherwise unlawful. Accordingly, 
we shall permit the PGA portion of the 
filing to become effective after a one day 
S’wpemicn. With regard to the question 
of small producer purchases, we note 
that the Supreme Court has recently re¬ 
manded the small independent producer 
rulemaking In order for the Commission 
to enunciate the standards In determin¬ 
ing the Justness and reasonableness of 
the prices for small producer purchases/ 1 
Furthermore, as to emergency purchases, 
we note that the standards the Commis¬ 
sion must use in determining the Just¬ 
ness and reasonableness of the prices for 
emergency purchases Is presently the 
subject of court review. M We believe, 
therefore, that it would be premature to 
establish a hearing schedule in this 
docket at this time. 

Further review of Northern's PGA 
filing discussed above indicates that the 
claimed Increased casts other than those 
Increased costs associated with that por¬ 
tion of the small producer and emergency 
purchases In excels of the rate levels 
perscribed In Opinion No. 699-H are fully 
justified and comply with the standards 
set forth in Docket No. R-406. 

In light of the above discutslon, we 
shall accept for filing and suspend for 
one day. the proposed tariff sheets, listed 
in Footnote 1 in this order, until Decem¬ 
ber 28. 1974. when they shall become 
effective subject to refund. Within 15 
days of the date of Issuance of this order, 
Northern may file substitute tariff sheets, 
to become effective December 27. 1974 
without refund obligation, reflecting in- 


* Opinion No. 609-H. Docket No. R~330-B, 
Issued December 4. 1974, 
u Federal Potter Commivrion v. Texaco, 
et al^ Docket Nos. 72 1490 and 72-1491, 
Opinion Issued June 10, 1974. 

“Consumer Federation of America v. FJP.C - 
CADC. Docket No. 73 2009. petition filed Sep¬ 
tember 21, 1973. 
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creased R&D costs associated with those 
R&D projects not set for hearing and 
those increased POA costs other than 
those increased POA costs associated 
with that portton of small producer and 
emergency purchases in excess of the rate 
levels prescribed in Opinion 699-H. 

The Commission finds. It is necessary 
and appropriate in the public Interest 
and to aid in the enforcement of the 
Natural Gas Act that: 

<1> The proposed filing submitted by 
Northern on October 25.1974, as reflected 
in the proposed revised tariff sheets listed 
In Footnote 1 in tills order, be accepted 
for filing, suspended, and permitted to 
become effective, subject to refund on 
December 28. 1974. 

(2) The appropriateness of the costs 
associated with the Coal Gasification 
Study and Coal 8!agglng Gasifier Project 
as an R&D costs, as defined in Order No. 
483. be set for hearing. 

(3) The determination of the Just¬ 
ness and reasonableness of the POA 
costs associated with that portion of 
small producer and emergency purchases 
in excess of the rate levels prescribed in 
Opinion 699-H be deferred pending fur¬ 
ther order of the Commission, 

(4) The claimed Increased POA casts 
other than those Increased PGA costs 
associated with that portion of small 
producer and emergency purchases in 
excess of the rate levels prescribed in 
Opinion G99-H be approved as in being 
in compliance with the standards set 
forth in Docket No. R-40G. 

(5) The alternate tariff sheets listed in 
Footnote 2 reflecting estimated POA 
coats related to the proposed new flowing 
gas rates in Docket No. Rr-478 and in 
Footnote 3 reflecting costs associated 
with the Dallas 8torage Project, as pro¬ 
posed in Docket No. RP74-9, not be 
accepted or made effective and that 
Northern's request in Docket No. RP74-9 
be denied. 

(6) The aforementioned petitioners to 
Intervene in Docket No. RP74-9 and in 
the instant docket be permitted to inter¬ 
vene as hereinafter ordered and condi¬ 
tioned. 

The Commission orders . (A) North¬ 
ern’s October 25. 1974, filing, as reflected 
In the tariff sheets listed in Footnote 1 
of this order. Is accepted for filing, sus¬ 
pended for one day and permitted to be¬ 
come effective, subject to refund on 
December 28. 1974. 

(B) Northern's alternate tariff sheets 
listed In Footnote 2 of this order reflect¬ 
ing estimated PGA costs related to the 
proposed new flowing gas rates in Docket 
No. Rr-478 and the tariff sheets listed in 
Footnote 3 of this order reflecting costs 
associated with the Dallas Storage Proj¬ 
ect, as proposed in Docket No. RP74-9, 
shall not be accepted nor made effective. 

(C) Northern’s request. In Docket No. 
RP74-9, to track the costs associated 
with the Dallas Storage Project as an 
R&D cost under Order No. 483. is denied. 

(D) Pursuant to the authority of the 


Natural Oas Act. particularly sections 4 
and 5 thereof, a public hearing shall be 
held for purposes of cross-examination 
concerning the Justness and reasonable¬ 
ness of the proposed costs for the Cool 
Gasification Study and Coal Slagging 
Gasifier Project as R&D costs under 
Order No. 483. The hearing shall be held 
on April 29. 1975. at 10 a.m., c\s.t.. in a 
hearing room of the Federal Power Com¬ 
mission, 825 North Capitol Street NE., 
Washington, D.C. 20420. The proceed¬ 
ing shall be docketed as Docket Nos. 
RP72-127 and R&D 75-1. 

(E> On or before February 4. 1975. 
Northern shall serve its direct case in 
Docket Noe. RP72-127 and R&D 75-1. 
On or before March 4, 1975, the Com¬ 
mission Staff shall serve its prepared 
testimony and exhibits. Any intervenor 
evidence will be filed on or before 
March 25. 1975. Any rebuttal evidence 
by Northern shall be served on or before 
April 15,1975. 

(F) A Presiding Administrative Law 
Judge to be designated by the Chief Ad¬ 
ministrative Law Judge for that purpose, 
(See Delegation of Authority. 18 CFR 3.5 
<d>), shall preside at the hearing in this 
proceeding, shall prescribe relevant pro¬ 
cedural matters not herein provided, and 
shall control this proceeding in accord¬ 
ance with the policies expressed in $ 2.59 
of the Commission’s rules of practice and 
procedure. 

(G) Nothing contained herein shall be 
construed as limiting the rights of parties 
to this proceeding regarding the conven¬ 
ing of conferences or offers of settlement 
pursuant to $ 1.18 of the Commission's 
rules of practice and procedure. 

<H> No procedural dates shall be set 
regarding the determination of the just¬ 
ness and reasonableness of those in¬ 
creased POA costs associated with that 
portion of small producer and emergency 
purchases which are in excess of the rate 
levels prescribed In Opinion No. 699-H 
pending further order of the Commis¬ 
sion. That proceeding shall be docketed 
as Docket Nos. RP71-107 (Phase ID and 
POA75-1. 

(P The above mentioned petitioners 
are hereby permitted to intervene in this 
proceeding, subject to the rules and regu¬ 
lations of the Commission: Provided, 
however , That the participation of such 
lntervcnors shall be limited to matters 
affecting the rights and Interests specifi¬ 
cally set forth in the respective petitions 
to intervene: and Provided, further. That • 
the admission of such lntervcnors shall 
not be construed os recognition that they 
or any of them might be aggrieved be¬ 
cause of any order or orders issued by the 
Commission In this proceeding. 

<J) The Secretary shall cause prompt 
publication of this order in the Federal 
Register, 

By the Commission. 

[seal] Kenneth F. Plumb, 

Secretary. 

[PR Doc.75-520 PUcd 1-5-75:8:45 am] 


(Docket No. CP75-1G2J 

NORTHERN STATES POWER CO. 

(WISCONSIN) 

Notice of Motion for Declaratory Order 
Disclaiming Jurisdiction or in the Alter¬ 
native for Declaration of Exemption 

December 28. 1974. 
Take notice that on November 22,1974, 
Northern States Power Company (Wis¬ 
consin) [N8P1, 100 North Barstow 

Street. Eu Claire, Wisconsin 54701, filed 
in Docket No. CP75-162 a motion pursu¬ 
ant to S 1.7(c) of the Commission’s rules 
of practice and procedure (18 CFR 1.7 
(c)) for a declaratory order that a cer¬ 
tain transaction by NSP involving the 
sale of liquefied natural gas (LNG) to 
Wisconsin Gas Company (Wisconsin 
Gas) is not subject to the Jurisdiction of 
the Commission or. in the alternative, 
for a declaration that NSP. with respect 
U>8ald sale, is exempt from the provisions 
of the Natural Gas Act pursuant to sec¬ 
tion 1(c) thereof, all as more fully' set 
forth in the motion, which on file with 
Che Commission and open to public 
inspection. 

NSP relates that on September 24,1974, 
in Docket No. CP74-147 the Commission 
issued an order authorizing Michigan 
Wisconsin Pipe Line Company (Mich 
Wise) and Midwestern Gas Transmission 
Company (Midwestern) to furnish trans¬ 
portation service so as to permit Wiscon¬ 
sin Gas to deliver volumes of natural gas 
to NSP in exchange for twice the equiv¬ 
alent volume of LNG which NSP is to 
deliver to Wisconsin Gas. The September 
24. 1974. order authorizes Mich Wise to 
deliver less than its contractual volumes 
to Wisconsin Gas In the Milwaukee, Wis¬ 
consin area, whereupon Mich Wise is to 
reduce Its volumes received from Mid¬ 
western near Marshfield. Wisconsin, and 
Midwestern Is to deliver concurrently 
equivalent volumes to NSP near Fargo, 
North Dakota. The volumes of this 
vaporous gas will be determined by multi- 
pyling by two the equivalent volumes of 
LNG NSP will deliver to Wisconsin Oas, 
according to the Instant motion, at the 
outlet of NSP’s LNG tank at Eau Claire 
for transportation to municipaliites in 
western Wisconsin., 

The September 24, 1974, order was 
further conditioned upon NSP’s and Wis¬ 
consin Gas' filing for certificate authori¬ 
zation with the Commission and upon 
approval of such requests. NSP states 
that it understands that Wisconsin Gas 
is filing an application 1 pursuant to Sec¬ 
tion 7(c) of the Natural Gas Act in re¬ 
sponse to this conditioned order. 

NSP. in response to the subject condi¬ 
tion in the order of September 24. 1974, 
requests that the Commission modify or 
supplement said order by declaring that 
the activities of NSP under the subject 
vaporous gas-LNO exchange is not the 
transportation of natural gas in lnter- 


»Docket No. CP75-155. See 39 FR 43120. De¬ 
cember 10, 1974. 
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state commerce or the sale in interstate 
commerce of natural gas for resale and Is. 
therefore, not subject to the Jurisdiction 
of the Commission and that NSP is not 
a natural gas company within the mean¬ 
ing of the Natural Gas Act as a result 
of this transaction. In support of this 
contention NSP states that the applica¬ 
ble contract only requires NSP to pro¬ 
vide LNG to Wisconsin Gas, and that the 
LNG, which is transported by truck en¬ 
tirely within Wisconsin, la not com¬ 
mingled with any interstate gas. NSP 
further contends that the contract only 
provides for Wisconsin Gas to pay back 
double the LNG volume to NSP through 
Midwestern's lines, that Wisconsin Gas* 
arrangements to have the vaporous gas 
transported by Mich Wise and Midwest¬ 
ern to Fargo ere acceptable to. but not 
required by, NSP. and that Wisconsin 
Gas could have had the gas delivered to 
NSP at one of Midwestern's delivery 
points to NSP in Wisconsin or elsewhere. 
NSP asserts that it transports no gas in 
interstate commerce and that the sale of 
LNG from NSP’s tank is made in the 
state of Wisconsin for use wholly in the 
state of Wisconsin. 

Alternatively, NSP requests the Com¬ 
mission to Issue an order that NSP is 
exempt under 8cctlon 1(c) of the Natural 
Gas Act in connection with the Imple¬ 
mentation of the subject sale and ex¬ 
change of vaporous gas and LNG and is 
thereby relieved from the necessity of 
complying with the Commission's ac¬ 
counting and reporting requirements. In 
support of this request NSP states that 
it receives all its gas in or at the bound¬ 
ary of Wisconsin and that all of the 
natural gas so received is ultimately con¬ 
sumed within the state of Wisconsin. 

NSP also provides certification from 
the Public Service Commission of Wis¬ 
consin (PCS) that the rates, service and 
facilities of NSP are subject to the Juris¬ 
diction of the PSC and that the P8C is 
exercising such Jurisdiction. 

Any person desiring to be heard or to 
make any protest with reference to said 
motion should on or before January 5, 
1975, Ale with the Federal Power Com¬ 
mission. Washington, D.C. 20426. a peti¬ 
tion to Intervene or a protest in accord¬ 
ance with the requirements of the Com¬ 
mission^ rules of practice and procedure 
(18 CFR 1.8 or 1.10). A11 protests Alcd 
with the Commission will be considered 
by it in determining the appropriate ac¬ 
tion to be taken but will not serve to 
make the protestants parties to the pro¬ 
ceeding. Any person wishing to become 
a party to a proceeding or to participate 
as a party in any hearing therein must 
Ale a petition to Intervene in accordance 
with the Commission's rules, 

Kenneth F. Plukb, 
Secretary. 

I PR Doc.75-322 Plied 1-6-75:8:45 am) 

(Docket No. RP74-0B] 

NORTHWEST PIPELINE CORP. 

Notice of Filing of Revised Tariff Sheets 
December 27. 1974. 

Take notice that on December 6, 1974, 
Northwest Pipeline Corporation (North- 

FEDERAL R 


west) tendered for Allng Substitute 
Fourth Revised Sheet No. 10 which elim¬ 
inates from Northwest's suspended rates 
in the above docket the impact of 
increased overriding royalty payments. 
By order issued November 29, 1974, the 
Commission accepted and permitted 
Northwest’s A ling made on October 31, 
1974, to become effective, subject to re¬ 
fund, and subject to the condition that 
the overriding royalty payments be re¬ 
moved. Northwest states that a copy of 
the above Allng was served upon aU 
parties to the above proceeding, all of 
its Jurisdictional customers, and appro¬ 
priate state regulatory commissions. 

Any person desiring to be heard or to 
protest said Allng should Ale a petition 
to intervene or protest with the Federal 
Power Commission. 825 North Capitol 
8treet NE.. Washington, DC. 20426, in 
accordance with 43 1.8 and 1.10 of the 
Commission's rules of practice and 
procedure (18 CFR 1.8. 1.10). All such 
petitions should be fUcd on or before 
January 3. 1975. Protests will be con¬ 
sidered by the Commission in determin¬ 
ing the appropriate action to be taken, 
but wiU not sene to moke protestants 
parties to the proceeding. Any person 
wishing to become a party to the pro¬ 
ceeding must Ale a petition to intervene. 
Copies of this application are on Ale 
with the Commission and available for 
public inspection, 

Kenneth F. Plumb, 
Secretary. 

(PR Doc.76-345 FUcd 1-8-75:8:45 am) 


| Docket Nos. RP72-154 and POA75-3*) 

NORTHWEST PIPELINE CORP. 

Notice of Revised Tariff Sheet 

December 26, 1974. 

Take notice that on December 16,1974, 
Northwest Pipeline Corporation (North¬ 
west) tendered for Aling Substitute Fifth 
Revised Sheet No. 10 to replace Fifth Re¬ 
vised Sheet No. 10 as previously Aled on 
November 15, 1974. 

Northwest states that the tariff sheet 
rcAects the deletion of costs attributable 
to increased overriding royalties pur¬ 
suant to Commission order in Docket No. 
RP74-95, issued November 29, 1974. 

Any person desiring to be heard or to 
protest said application should Ale a peti¬ 
tion to intervene or protest with the Fed¬ 
eral Power Commission. 825 North Capi¬ 
tol Street NE., Washington. DC, 26426. 
In accordance with 39 18 and 1.10 of 
the Commissio n's r ules of practice and 
procedure (18 CFR 1.8, 1.10). A11 such 
petitions or protests should be filed on or 
before January 10. 1975. Protests wHl be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
file a petition to intervene. Copies of this 
application arc on file with the Commis¬ 
sion and are avaUable for pubUc inspec¬ 
tion. 

Kenneth F. Plumb. 

Secretary. 

|PR Doc.75-328 Filed 1-8-75:8:45 am) 
EGiSTER, VOL. 40, NO. 4—TUESDAY, JANUARY 


(Docket No. E-0140) 

PUBLIC SERVICE CO. OF NEW MEXICO 

Notice of Cancellation and Petition for 
Waiver 

December 26. 1974. 

Take notice that on December 4, 1974, 
the Public Service Company of New Mex¬ 
ico <PNM) tendered for filing a proposed 
cancellation of Service Schedule A-l of 
its FPC Rate Schedule No. 8 by which it 
provided for interconnection service to 
Western Colorado Power Company 
(WCP). PNM states that no service has 
in fact been provided since the date of 
its Interconnection Agreement with 
WCP. November 13, 1962. The parties 
have agreed to a waiver of the two year 
notice of cancellation requirement con¬ 
tained in Section II of Schdule A-l, as is 
evidenced by certificate of concurrence 
from Utah Power and Light Company 
(Utah) and Its wholly owned subsidiary. 
WCP. PNM requests that inasmuch as 
Service Schedule A-l has never been ac¬ 
tive and no service has been furnished 
thereunder, a waiver of the thirty day 
notice requirements of the Commission's 
Regulations be granted to allow an effec¬ 
tive cancellation date of November 30. 
1974. 

PNM states that notice of the proposed 
cancellation has been submitted to Utah, 
WCP. and the New Mexico PubUc Serv¬ 
ice Commission. 

Any person desiring to be heard or to 
protest said application should file a pe¬ 
tition to intervene or protest with the 
Federal Power Commission, 825 North 
Capitol Street NE. Washington. D.C. 
20426. in accordance with 49 1.8 and 1.10 
of the Commission's rules of practice and 
procedure (18 CFR 1.8. 1.10). A11 such 
petitions or protests should be filed on or 
before January 8. 1975. Protests wiU bo 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make Protes¬ 
tants parties to the proceeding. Any per¬ 
son wishing to become a party must file a 
petition to intervene. Copies of this ap¬ 
plication are on file with the Commis¬ 
sion and are available for pubUc inspec¬ 
tion. 

Kenneth F. Plumb, 
Secretary . 

IFR Doc.75‘317 Filed 1-8-75:8:45 am) 


(Docket No. CT75 383) 

SOHIO PETROLEUM CO. 

Application 

December 26. 1974. 

Take notice that on December 5. 1974, 
Sohio Petroleum Co. (Applicant). 1100 
Penn Tower, Oklahoma City, Oklahoma 
73118. filed in Docket No. CI-3S3. a peti¬ 
tion pursuant to sections 7(b) and 7(c) 
for permission and approval to abandon 
a sale of natural gas In Lea County, New 
Mexico, to SkeUy OU Co. (Skelly) and 
for amendment of its certificate of public 
convenience and necessity in Docket No. 
O-11580 to authorize the sale for resale 
of such natural gas in interstate com¬ 
merce to Northern Natural Gas Co. 
(Northern), all as more fuUy set forth 

7, 1975 
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in the petition to amend which is on 
file with the Commission and open to 
public inspection. 

Applicant proposes to abandon the 
sale of casinghead gas to Skelly from the 
Hinton “12". Well #1-013. Drinkard 
Field, located in Lea County, because the 
* well has been reclassified from an oil well 
to a gas well by the New Mexico Oil Con¬ 
servation Commission. Applicant states 
that the sale has been made pursuant to 
a percentage-type contract 1 with Skelly. 
This application states that as an oil well, 
the casinghead gas therefrom Is dedi¬ 
cated to Skelly. but the gas-well gas is 
not so dedicated. The application Indi¬ 
cates that the sale of gas-well gas from 
properties located In Lea County is dedi¬ 
cated under a contract dated March 15. 
1954. between Applicant and Northern 
for which sale Applicant was issued a 
certificate of public convenience and 
necessity in the Instant docket. Appli¬ 
cant proposes upon grant of permission 
and approval to abandon the sole of gas 
to Skelly simultaneously to dedicate the 
sale of gas to Northern at the national 
rate as proscribed by Opinion No. 699 for 
wells drilled after January 1. 1973. and 
i 2.56(a) of the Commission’s General 
Policy and Interpretations. Applicant 
requests amendment of its existing certi¬ 
ficate to include this sale of gas to North¬ 
ern under its 1954 contract with North¬ 
ern which is on file as Applicant’s FPC 
Gas Rate Schedule No. 63. 

Any person desiring to be heard or to 
moke any protest with reference to said 
application should on or before Janu¬ 
ary 13, 1975, file with the Federal Power 
Commission. Washington. J3.C. 20426, a 
petition to intervene or a protest in ac¬ 
cordance with the requirements of the 
Commission’ s rul es of practice and pro¬ 
cedure (18 CFR 18 or 1.10) and the 
regulations under the Natural Gas Act 
(18 CFR 157.10). All protests filed with 
the Commission will be considered by it 
in determining the appropriate action to 
be taken but will not serve to make the 
Protestants parties to the proceeding. 
Any person wishing to become a party to 
a proceeding or to participate as a party 
in any hearing therein must file a peti¬ 
tion to Intervene in accordance with the 
Commission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the Jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act and the 
Commission’s rules of practice and pro¬ 
cedure. a hearing will be held without 
further notice before the Commission on 
this application if no petition to inter¬ 
vene is filed within the time required 
herein, if the Commission on its own re¬ 
view of the matter finds that a grant of 
the certificate is required by the public 
convenience and necessity. If a petition 
for leave to intervene Is timely filed, or 
if the Commission on its own motion be¬ 
lieves thnt a formal hearing is required, 
further notice of such hearing will be 
duly given. 


*18 CFR 164J)1 (•). 


Under the procedure herein provided 
for. unless otherwise advised. It will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb, 
Secretary. 

|PR Doc.75-318 Piled l-A-75.8.45 am] 


(Docket No. B-9164| 

SOUTHERN CALIFORNIA EDISON CO. 

Cancellation 

December 27.1974. 

Take notice that on November 18. 
1974, Southern California Edison CO. 
(Edison) tendered for filing a proposed 
cancellation of its Rate Schedule FPC 
No. 49, Supplement No. I, by which It had 
provided for resale service to Sierra Pa¬ 
cific Power Co. (Sierra). Edison states 
that pursuant to a telegram sent by Si¬ 
erra dated October 18. 1974, stating that 
the electrical facilities at Silver Penk 
Sybstation had been disconnected, no 
service has been provided Sierra since 
October 18. 1974. 

Any person desiring to be heard or to 
protest said application should file a 
petition to Intervene or protest with the 
Federal Power Commission, 825 North 
Capital Street. NE. Washington, D.C. 
20426. in accordance with $5 1.8 and 1.10 
of the Commission's rules of practice and 
procedure (18 CFR 1.8, 1 10>. All such 
petitions or protests should be filed on 
or before January 7. 1975. Protests will 
be considered by the Commission in de¬ 
termining the appropriate action to be 
taken, but will not serve to make Pro¬ 
testants parties to the proceeding Any 
person wishing to become a party must 
file a petition to intervene. Copies of this 
application ore on file with the Commis¬ 
sion and are available for public inspec¬ 
tion. 

Kenneth F. Plumb, 

Secretary . 

(PR Doc 75-338 Filed 1-6-75:8:45 ami 


(Docket No*. RP7Q-I21 end POA75-3(b) ] 
SOUTHWEST CAS CORP. 

FUlng of Substitute Tariff Sheets 

December 27. 1974. 

Take notice that on December 4. 19l4, 
Southwest Gas Corp. (Southwest) tend¬ 
ered for filing substitute tariff sheets. 
Southwest states that pursuant to the 
order of the Pederal Power Commission 
In Docket Nos RP74-95 and RP74-49 
issued on November 29, 1974. the North¬ 
west Pipeline Corp. was required to ex¬ 
clude certain Increased Qverriding Roy¬ 
alty Payments. Southwest states that 
Northwest is filing substitute tariff 
sheets reducing the increase of .272 cents 
per therm to .230 cents per therm. 
Southwest further states that the rea¬ 
son for this filing is to replace the Third 
Substitute Sixth Revised Sheet No. 3A 
to reflect the change made by North¬ 
west. 

Southwest states that this filing is 
to change the rates of Southwest under 
Us Purchased Gas Adjustment Clause 


in Section 9 of Its General Terms and 
Conditions contained in Us FPC Volume 
No. 1. 

Southwest states that their Purchased 
Gas Cost Adjustment of 2.913 cents per 
therm is reflected in the attached re¬ 
vised Sheet No. 3A as tho current ad¬ 
justment. Southwest states that it has 
a single supplier and believes that Ex¬ 
hibit A attached to the Commission Or¬ 
der No. 452 In Docket No. R-406 is not 
required and if waiver of Exhibit A is 
needed, they thereby request such a 
waiver. 

Southwest additionally requests that 
the tariff sheet tendered for filing be¬ 
come effective December 1. 1974. 

Southwest states that copies of this 
tariff sheet and the transmittal letter 
are being posted in accordance with 
I 154.16 of the Commission's rules and 
regulations. 

Any person desiring to be heard or to 
protest said application should file a 
petition to intervene or protest with the 
Federal Power Commission, 825 North 
Capitol Street. NE., Washington. D.C. 
20420, in accordance with If 1.8 and 1.10 
of the Commiss ion’s rules of praettee and 
procedure (18 CFR 1.8, 1.10K All such 
petitions or protests should be filed on 
or before January 6. 1975. Protests will 
be considered by the Commission In 
determining the appropriate action to be 
taken, but will not serve to make Pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
file a petition to intervene. Copies of 
this application are on file with the Com¬ 
mission and are available for public 
inspection. 

Kenneth F. Plumb, 
Secretary. 

(FR Doc.75-840 Filed 1-6-75:8:48 aw] 


(Docket No. RI76-781 
TENNECO OIL CO. 

Petition for Special Relief 

December 27. 1974. 

Take notice that on December 9. 1974. 
Tenneco OH Co. (Petitioner). Tennoco 
Building. P O. Box 2511, Houston. Texas 
77901. filed a petition for special relief in 
Docket No. RI75-75. seeking a rate above 
the applicable area celling under Opinion 
No. 586. Petitioner seeks a price af 34.5 
cents per Mcf. pursuant to Order No. 481 
and f 2.76 of the Commission’s State¬ 
ments of General Policy and Interpreta¬ 
tions Under the Natural Gas Act, for the 
sale of gas to Cities Service Gas Company 
under its FPC Gas Rate Schedule No. 182 
from the Medicine Lodge North Popl 
Field. Barber County. Kansas. Petitioner 
states that it is the owner of 12.5 percent 
Working Interest in the Forsyth “B” Well 
and cites as the basis of the petition its 
share in the costs of reworking operations 
designed to increase the recoverable 
reserves. 

Any person desiring to be heard or to 
make any protest with reference to said 
petition should on or before January 9. 
1975. file with the Federal Power Com¬ 
mission. Washington. D.C. 20420. a peti- 
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tion to intervene or a protest in accord¬ 
ance with the requirements of the Com¬ 
mission's rules of practice and procedure 
<18 CFR 18 or 1.10). All protests filed 
with the Commission will be considered 
by It in determining the appropriate ac¬ 
tion to be taken but will not serve to 
make the protestants parties to the pro¬ 
ceeding. Any party wishing to become a 
party to a proceeding, or to participate 
as a party in any hearing therein, must 
flic a petition to Intervene In accordance 
with the Commission's Rules. 

Kenneth F Plumb, 
Secretory. 

[FR Doc 75-34* Filed 1-0-75:8:45 am) 


I Docket No. RP74-41. PGA76-4) 

TEXAS EASTERN TRANSMISSION CORP. 

Proposed Changes in FPC Gas Tariff 
December 27.1974. 

Take notice t hat T exas Eastern Trans¬ 
mission Corp. (TETCO) on December 23. 
1974 tendered for filing proposed changes 
in its FPC Gas Tariff. Fourth Revised 
Volume No. 1. the following sheets: 

Sixth Revised Sheet No. 14 
8lxth Revised Sheet No. 14A 
Sixth Revised Sheet No. 14B 
Sixth Revised Sheet No 14C 
Sixth Revised Sheet No. 14D 

TETCO states that these sheets are Is¬ 
sued pursuant to the purchased gas cost 
adjustment provision contained in Sec¬ 
tion 23 of the General Terms and Condi¬ 
tions of TEtCO's FPC Oas Tariff. Fourth 
Revised Volume No. 1 and that the 
change In TETCO rates proposed by this 
filing reflects a chang e in th e cost of gas 
purchased by one of TETCO's pipeline 
suppliers. Texas Oas Transmission Cor¬ 
poration. The proposed effective date of 
the above tariff sheets is February 1. 
1974. 

Any person desiring to be heard or to 
protest said filing should file a petition to 
intervene or protest with the Federal 
Power Commission, 825 North Capitol 
Street, NE. Washington, D.C. 20426. in 
accordance with IS 18, 1.10. All such 
petitions or protests should be filed on 
or before Jnnuary 15. 1975. Protests will 
be considered by the Commission In de¬ 
termining the appropriate action to be 
taken, but will not serve to make pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
Ale a petition to intervene. Copies of this 
filing are on flic with the Commission 
and are available for public inspection. 

Kenneth F. Plumb. 

Secretary. 

(FR Doc 75-339 Filed 1-6-75:8:45 am] 


|Docket No. RP72-133. POA75-1) 

UNITED GAS PIPE LINE CO. 

Filing of Revised Tariff Sheet 

December 27, 1974. 

Take notice that on December 18. 1974, 
United Gas Pipe Line Co. (United) tend¬ 
ered for filing Substitute Twentieth Re¬ 
vised Sheet No. 4. which contains a Sur¬ 


charge Adjustment of 4.69* per Mcf to Its 
FPC Gas Tariff, First Revised Volumes 
No. 1. United states that the Proposed 
Substitute Tariff Sheet Ls being filed pur¬ 
suant to Federal Power Commission 
Order Issued November 29.1974 in Docket 
No. RP75-22. which authorised United 
to include in its next POA filing "a sur¬ 
charge computed by using the actual 
amount of unrecovered purchased gas 
costs Included In Its deferred account plus 
an estimated amount computed to pro¬ 
vide for the recovery of all Opinion No. 
699 producer increases incurred up to the 
effective date of its POA increase". Ac¬ 
cording to United, the 4.69* Surcharge 
Adjustment shown on the Proposed Sub¬ 
stitute Tariff Sheet has been computed 
from the sum of (1) the actual amount 
of un recovered purchased gas costs ap¬ 
plicable to Jurisdictional customers 
charged to United's Unrecovered Pur¬ 
chased Gas Cost Account through Sep¬ 
tember 30.1974. (2) the actual amount of 
unrecovered purchased gas costs result¬ 
ing from Opinion No. 699 applicable to 
jurisdictional customers and charged to 
United’s Deferred Purchased Gas Cost 
Account for the months of October and 
November, 1974, and <3) an estimate of 
all increased gas costs resulting from 
Opinion No. 699, which United will Incur 
during December. 1974. 

United states that the Surcharge Ad¬ 
justment submitted as a part of the Pro¬ 
posed Substitute Tariff Sheet does not 
Include any additional costs which may 
bo Incurred during the period from 
June 21. 1974 through December 31. 1974 
as a result of Opinion No. 699-H. which 
authorized producer rate increases filed 
by January 31. 1975 to become effective 
as of June 21, 1974. In that opinion, the 
Commission authorized pipeline com¬ 
panies to make a one-time special PGA 
filing on or before March 3. 1975 to track 
all increases In purchased gas costs at¬ 
tributable to filings made by natural gas 
producers under Opinion No. 699-H. 
Pursuant to this authorization. United 
states thAt it will make a special PGA 
filing on or before March 3. 1975. which 
will Include a Current Adjustment re¬ 
flecting the higher future purchased gas 
costs resulting from Opinion No. 699-H 
and a Surcharge Adjustment to recover 
increased purchased gas cost applicable 
to Jurisdictional customers incurred as 
a result of Opinion No. 699-H for the 
period commencing June 21, 1974. 

United further states that a copy of 
the Proposed Substitute Tariff Sheet and 
supporting dnta is being mailed to 
United's Jurisdictional customers and in¬ 
terested state commissions. 

Any person desiring to be heard or to 
protest said filing should file a petition 
to intervene or protest with the Federal 
Power Commission. 825 North Capitol 
Street. NE, Washington. DC. 20426. in 
accordance with 9ft 18 and 1.10 of the 
Commission's rules of practice and pro¬ 
cedure (18 CFR 1.8, 1.10). All such peti¬ 
tions or protests should be filed on or 
before January 6. 1975. Protests will be 
considered by the Commission in deter¬ 
mining the appropriate action to be 
taken, but will not serve to make protes¬ 


tants parties to the proceeding. Any per¬ 
son wishing to become a party must file 
a petition to Intervene. Copies of this 
filing are on file with the Commission 
and are available for public inspection. 

Kenneth F. Plumb, 
Secretary. 

(FR Doc.75-332 Filed 1-6-75:8:45 am| 


(Docket Noe. RP71-29 and RP71-120 and 
RP74-37-14J 

UNITED GAS PIPE LINE CO. 

Order Consolidating Proceedings and 
Granting Interventions 

December 27, 1974. 

United Gas Pipe Line Co. (City of 
Picayune, Mississippi on behalf of Crosby 
Chemicals. Inc.) 

On November 4. 1974, the City of 
Picayune. Mississippi (Picayune) filed a 
petition for extraordinary relief socking 
an emergency Commission order that 
Picayune’s pipeline supplier. United Gas 
Pipe Line Company (United), "alter the 
base requirements of its customer. 
Crosby Chemicals, Inc. (CCI), to accu¬ 
rately reflect its normal Priority 2 usage." 

The petition states that Picayune re¬ 
quires 52,444 Mcf for the five (5) month 
period (Novembcr-March) in order to 
supply CCI's Priority 2 requirements. The 
volume of gas used by CCI In its Picayune 
plant under Priority 2 for the winter 
period of 1972-1973 was 46.000 Mcf. This 
quantity of natural gas for the winter 
period is stated to be inadequate in that 
it does not reflect the correct minimum 
requirements of the Picayune plant. 
During the 1972-1973 period in which 
base requirements were established for 
United's direct city-gate customers, it is 
averred that the CCI plant was not oper¬ 
ating in Its normal capacity due to re¬ 
stricted production caused by a destruc¬ 
tive plant fire. 

CCI produces rosin, fatty acids, and a 
multiple of synthetic resins, all of which 
it is averred are critically short in this 
nation. CCI uses natural gas In reaction 
kettles where reaction temperatures of 
up to 525 degrees are required, and in an 
atmosphere generator to produce Inert 
gas for the storage of fatty acids. 

Co., a direct customer of United also filed 
a petition to intervene. Late petitions to 
intervene were filed by Texas Eastern 
Transmission Corp and General Motors 
Corp. 

The instant petition was noticed on 
November 18. 1974, pursuant to which 
two petitions to intervene were timely 
filed. United, in its petition, recom¬ 
mended consolidation of the instant 
docket with the remanded United cur¬ 
tailment proceeding, or alternatively, if 
the petition were Interpreted as a peti¬ 
tion for extraordinary relief that it 
should be dismissed without prejudice for 
failure to meet the requirements of Order 
No. 467-C. 1 Mississippi Power and Light 


1 Older Defining Procedures for Piling Re¬ 
quests for Relief from Curtailment, Issued 
April 4. 1974, Docket No. R-469. 
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Initially, wc observe that Picayune's 
petition sets forth very little of the Infor¬ 
mation required by Order No. 467-C in 
support of relief petitions. We believe 
that such information is essential to the 
proper evaluation of petitions for ex¬ 
traordinary relief. However, rather than 
dismiss without prejudice the instant pe¬ 
tition for lack of specificity and failure 
to comply with Order No 467-C os sug¬ 
gested by United, wc believe the more 
reasoned approach is to consolidate the 
instant petition with the remanded cur¬ 
tailment proceedings in United Gas Pipe 
Line Co.. Docket Nos. RP71-29 and RP71- 
RP71-120. 5 We attach significance to the 
fact that no immediate emergency is al¬ 
leged by petitioner with respect to 
United’s currently effective three cate¬ 
gory curtailment program Furthermore, 
our approach here is consistent with that 
ordered on similar petitions for modifica¬ 
tion of base requirements.* 

In this regard wc affirm the rationale 
that “the issue of an amendment to base 
requirements should be addressed in the 
context of similar, earlier filed petitions 
in the curtailment proceedings.*' • 

The Commission finds. «1> The peti¬ 
tion for amendment of base volumes filed 
by Picayune on behalf of Crosby Chem¬ 
icals. Inc. in Docket No. RP74-37-14. is 
an appropriate matter for resolution in 
the remanded curtailment proceedings 
in Docket Nos. RP71 29 and RP71-120 

(2) Participation of the above-named 
petitioners for Intervention may be In the 
public Interest. 

(3) Good cause exists to grant the 
above-stated petitions to intervene died 
out of time. 

The Commission orders. (A) The Pic¬ 
ayune petition for amendment of base 
volumes is consolidated with the re¬ 
manded curtailment proceedings in 
Docket Nos. RP71-29 and RP7I-120. 

(B> The above-named petitioners are 
hereby permitted to become intervenors 
in these proceedings subject to the rules 
and regulations of the Commission; Pro¬ 
vided. however. That the participation 
of such intervenors shall be limited to 
matters affecting asserted rights and in¬ 
terests as specifically set forth in the 
petitions to intervene; and Provided . 
further. That the admission of such in¬ 
tervenors shall not be construed os recog¬ 
nition by the Commission that they or 
any of them might be aggrieved because 


* It (ihou)d t* pointed out that we are not 
excusing the instant petition's deficiencies* 
but expect that the requirements of Order 
No. 467-C will be compiled with through 
Picayune's evidentiary presentation in the 
consolidated proceedings. 

■ See “Order Denying Interim Extraordinary 
Relief. Consolidating Proceedings and Grant¬ 
ing Interventions" In United Gas Pip© IJno 
Co. (Norco Gas and Fuel Company. Inc), 
Docket No. RP74 37-10 and "Order Consoli¬ 
dating Proceedings and Granting Interven¬ 
tions" In United Gas Pipe Line Co. (United 
Oas. Inc., on behalf of B C Rogers lc Sons, 
Inc.). Docket No. RP74-37-10. 

‘"Order Denying Reconsideration'* In 
United Gas Pipe Line Co. (Mississippi 
Chemical Corp ). Docket No. RT74-37-11. 
mlmeo p. 2. 


NOTICES 


of any order of the Commission entered 
in these proceedings. 

By the Commission. 

[sealJ Kenneth P. Plumb, 

Secretary. 

(PR Doc.76-337 Filed 1-6-76; 8:45 am) 


(Docket No. RP71-4!) 

UNITED GAS PIPE LINE CO. 

Order Setting Hearing Date and 
Establishing Procedure 

December 27, 1974. 

On November 13. 1970, United Gas 
Pipe Line Company filed in the above 
referenced docket a general rate increase 
which included an increase in Its de¬ 
preciation rate from a composite rate of 
2.88 percent to a uniform 5 percent rate 
on all depreciable properties for the 
years 1971-1976, to be reduced in suc¬ 
ceeding 5 year periods with a resulting 20 
year average of 3.88 percent. All issues 
Involving the rate filing were settled by 
the parties with the exception of the pro¬ 
posed changes In the rate of depreciation. 
United requested the change In Us de¬ 
preciation rate because it felt that the 
practice of determining the useful serv¬ 
ice life of its depreciable properties did 
not adequately take Into account the ex¬ 
haustion rate of gas supplies. Hearings 
were held concerning the proposed 
change in the rate of depreciation and 
on January 11. 1973. the Commission, in 
Opinion No. 645. 49 FPC 141. found that 
United's old depreciation rates were in¬ 
adequate and approved United’s pro¬ 
posed changes.* 

Memphis Light. Gas and Water Divi¬ 
sion (Memphis) appealed our orders to 
the United States Court of Appeals for 
the District of Columbia arguing that the 
Commission orders were not substan¬ 
tiated by the record. (Memphis Light 
Oas and Water Division v. FP.C., D.C. 
Cir No. 73-1506.) On September 3. 1974. 
the Court of Appeals issued Its decision 
in the case. That Court held that al¬ 
though the Commission can take into ac¬ 
count the exhaustion of natural resources 
in establishing depreciation rates for a 
natural gas company, there was no fac¬ 
tual evidence to support the Commis¬ 
sion's decLsion* The Court therefore 
remanded the matter to the Commission 
for further proceedings consistent with 
its opinion. The Court emphasized that 
before the Commission can permit a 
change in the rate of depreciation of 
property of a natural gas company be¬ 
cause of exhaustion of natural resources, 
the Commission must find that such ex¬ 
haustion has, in fact, caused the useful 
life of the property in question to be re¬ 
duced to the extent that depreciation 
based 6olely on physical life is in¬ 
adequate. 

In view of the opinion of the Court, we 
believe that it would be appropriate to 
establish a formal evidentiary hearing 


* The CommlMlon deniei rehearing of this 
order In Opinion No. 646 A. 40 FPC 643 
(1973). 


to ensure that wc have the benefit of a 
full development by the parties to this 
proceeding of the relevant facts and law. 
At such hearing the parties should ad¬ 
duce evidence as to: (1) Any properties 
that have been, will be or may be aban¬ 
doned because of the declining reserve 
life index of United and the effects of 
such on the rate of depreciation for the 
property Involved; (2) the method of 
computation for the service life of de¬ 
preciable property relating to post and 
present capacity and projected future 
capacity and any effect between diminu¬ 
tion in operating load and the useful life 
of the depreciable property; and <3) 
present and future sales and present and 
future reserves and their correlating ef¬ 
fect on the rate of depreciation of the 
property in question. The parties may. of 
course, adduce any other evidence 
relevant to this proceeding. 

The Commission finds. It is necessary 
that a formal public hearing in thLs mat¬ 
ter be held. 

The Commission orders . (A) Pursuant 
to the authority of the Natural Gas Act. 
the regulations thereunder, and the 
Commission's rules of practice and pro¬ 
cedure. a hearing shall be held in tills 
proceeding before a Presiding Adminis¬ 
trative Law Judge, commencing on May 
6. 1975. at 10 a m. (EDT) In a hearing 
room of the Federal Power Commission, 
825 North Capitol Street. NE.. Washing¬ 
ton. D.C. 20426. 

(B) On or before January 28. 1975, 
United shall serve its prepared testimony 
and exhibits relating to the issue of de¬ 
preciation. On or before March 11. 1975. 
the Commission Staff shall serve Its pre¬ 
pared testimony and exhibits. Prepared 
testimony and exhibits of Intervenors 
shall be served on or before April 1. 1975. 
Any rebuttal evidence of United shall be 
served on or before April 22.1975. 

By the Commission. 

I seal] Kenneth F. Plumb, 

Secretary . 

(FR Doc.75-342 Filed 1-6^75.8:45 mm| 


| Docket Nos. RP73-04, 0-19618, CP63-270. 
CP65-123, and Docket Nos. CF03-247, 
CPCS-93, CP75-53J 

VALLEY GAS TRANSMISSION. INC. AND 
TENNESSEE GAS PIPELINE CO. 

Order Remanding Settlement, Granting In¬ 
terventions, Consolidating Proceedings, 
Prescribing Procedures, Setting Date for 
the Piling of Evidence, and Hearing Date 

December 27, 1974. 
The six filings which ore consolidated 
by this order with Docket No. RP73-94 
have as their apparent single objective 
the transferring from Valley Gas Trans¬ 
mission, Inc. (Valley) to Tennessee Oas 
Pipeline Company, a Division of Ten- 
neco, Inc. (Tennessee) the daily obliga¬ 
tion to deliver 35.000 Mcf of natural gas 
to National Fuel Gas Distribution Cor- 
portion (National Fuel), formerly Iro¬ 
quois Oas Corporation. In Docket Nos. 
CP63-270 and CP65-123, Valley seeks to 
abandon Its sale to National Fuel; while 
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In Docket No. CF75-53 Tennessee pro¬ 
poses to make a sale of on equivalent 
volume to National Fuel. As consolation 
to Tennessee for this new undertaking. 
Valley proposes to amend the Commis¬ 
sion's order In Docket No. 0-19618 to 
dedicate certain additional portions of 
reserves to Tennessee. In Docket Nos. 
CP63-247 and cM r i-03 Tennessee seeks 
to abandon the transportation obliga¬ 
tions under which Tennessee had been 
transporting volumes to National Fuel 
on Valley's behalf. All of these filings 
appear to be prompted by a settlement in 
Valiev Gas Transmission. Inc. in Docket 
No. RP73-94, which Volley on August 27, 
1974 moved be consolidated with the six 
filtngs discussed above In its motion. 
Valley alleges that the reserve dedication 
Issue and the evidentiary support for 
the settlement oi that l* *sue are devel¬ 
oped in Docket Nd RP73-94. and that 
the reserve dedication issue was raised 
by our order of January 11, 1974, Docket 

No. RP73-94 _FPC !... Valley Gas 

Transmission, Inc.. Docket No. RP73-94, 
was predicated upon pleadings request¬ 
ing a PGA Increase sought bv Valley. In 
our order of January 11, 1974. our refer¬ 
ence to the possible improper transfer 
and Inclusion of reserves and to section 
7 of the Natural Gas Act was within the 
narrow context of whether the PGA 
should be permitted and should not have 
been construed as empowering the rate 
proceedings in Docket No. RP73-94, ab¬ 
sent an appropriate section 7 filing to 
reach and resolve the certificate Issue 
In the manner in which the settlement 
purports to do. Approval of the transfer 
of Valley's obligation to sell natural gas 
to National Fuel was not at issue in the 
proceedings in Docket No. RP7.V94, ex¬ 
cept to the extent that approval of such 
a transfer was an a priori to the rate 
relief therein requested The fundamen¬ 
tal problem Is o^e of notice: Tennessee's 
customers could not properly have been 
on notice that Valley's rate adjustment 
sought in Docket No. RP73-94 would be 
deciding certificate matters affecting 
Tennessee. The inescapable conclusion is 
that the settlement in Docket No. RP73- 
94 is broader than the Issues which were 
properly to be settled, and that the set¬ 
tlement must accordingly be remanded 
for decision. 

Results of our Federal R seism no¬ 
tices 1 lend further support to the con¬ 
tention that the certificate aspects of the 
proposed settlement in Docket No. RP73- 
94 have taken Tennessee's customers 
somewhat by surprise. Twenty distribu¬ 
tor * have filed a Joint petition to Inter¬ 

t Valley's applications were noticed on Sep¬ 
tember 3. 1974. with September 23. 1974. the 
due date for interventions. Tennessee's ap¬ 
plications were noticed on September 10. 
1974, with September 26. 1974. the due date 
for Interventions. 

• Bay State Gas Co.. The Berkshire Gas Co., 
Blacks tone Gas Co., Boston Oas Co., Com¬ 
monwealth Gas Co., Concord Natural Oas 
Corp.. The Connecticut Gas Go., Connecticut 
Natural Gas Corp.. Fitchburg Oas & Electric 
Light Co., Gas Service, Inc., Granite State Oas 


vene alleging that they arc Tennessee 
customers which might be directly af¬ 
fected, and accordingly the Joint peti¬ 
tioners request a formal hearing. Colum¬ 
bia Gas Transmission Corp. has also filed 
for leave to Intervene and requested for¬ 
mal hearing. Additional petitions to in¬ 
tervene have been filed by Peoples Nat¬ 
ural Gas.. Consolidated Gas Supply 
Corp.. Public Service Electric and Gas 
Co., Tennessee. Valley, and National Fuel. 
The Public Service Commission of the 
State of New York filed notice of inter¬ 
vention. All of the above interventions 
should be permitted. 

This order remanding the settlement 
will have no impact on the POA sought 
by Valley in Docket No. RP73-94. Inas¬ 
much as that PGA has gone Into effect by 
operation of law. The result will be to em¬ 
power the Presiding Judge on remand to 
decide whether the six subject filings are 
consistent with the public convenience 
and necessity and should therefore be 
granted. In so doing, we emphasize that 
the public Interest requires a record on 
tho certificate issues, and the positions 
of the parties, including staff, taken in 
settlement of issues that were not proper¬ 
ly before Docket No. RP73-94 are not to 
bo binding upon them or be construed 
as preventing a full airing of the issues 
In the record wc herein order to be de¬ 
veloped. * 

The Commission finds. Cl> The filings 
in Docket No. CP63-247, CP65 -93. CP75- 
53. G-19618. CP63-270. and CP65-123 are 
interrelated and should be consolidated 
for hearing and decision with the pro¬ 
ceedings In Docket No. RP73-94, 

(2) The settlement In Docket No. 
RP73-94 should be remanded for reso¬ 
lution of certificate issues above de¬ 
scribed. 

(3) Participation by the above named 
Interveners may be in the public interest. 

The Commission orders. <A> The fil¬ 
ings in Docket No. CP63-247, CP65-93, 
CP75-53, 0-19618. CP63-270. and CP65- 
123 are hereby consolidated for. hearing 
and decision with the proceedings in 
Docket No. RP73 -94. 

CB) The settlement in Docket No. 
RP73-94 is remanded to the Presiding 
Administrative Law Judge for resolution 
of the certificate issues presented by the 
filings In ordering paragraph A. 

(C) The above named petitioners are 
hereby permitted to Intervene in these 
consolidated proceedings subject to the 
rules and regulations of the Commission, 
Provided. tiowever , That the participation 
of such Interveners shall be limited to 
the matters affecting asserted rights and 
interests as specifically set forth in tho 
petition for leave to intervene, and Pro- 
tided, further. That the admission of 
such Interveners shall not be construed as 
recognition by the Commission that they 


Transmission, Inc., The Hartford Electric 
Light Co.. Haverhill Gas Co., City of Holyoke. 
Massachusetts Gas & Electric Department, 
Lawrence Gas Co.. Lowell Gas Co . Manchester 
Oas Co.. The 8outhem Connecticut Oas Co„ 
Valley Gas Co„ City of Westfield Gas 4c Elec¬ 
tric Light Department. 


might be aggrieved by any order or or¬ 
ders of the Commission entered in this 
proceeding. 

(D> Tennessee Gas Pipeline Co., Valley 
Gas Transmission Inc., and all support¬ 
ing interveners shall file testimony and 
exhibits comprising their cases la chid 
on or before January 23, 1975. 

(E) Pursuant to the authority con¬ 
tained in and subject to the Jurisdiction 
conferred upon the Federal Power Com¬ 
mission, by sections 7 and 15 of the Na¬ 
tural Gas Act. a hearing will be held 
in a hearing room of the Federal Power 
Commission. 825 North Capitol Street, 
NE.. Washington. D. C.. 20426 on Janu¬ 
ary 30. 1975, concerning the matters in¬ 
volved in and the issues presented by 
the filings in ordering paragraph A. 

By the Commission. 

[seal! Kenneth P. Plumb, 

Secretary. 

|FB Doc.75-341 Filed 1-6-75;8:45 am] 


(Docket No. E-9163J 

WESTERN MASSACHUSETTS ELECTRIC 
CO. 

Rate Schedule Amendment 

December 26, 1974. 

Take notice Lhat Western Massachu¬ 
setts Electric Co. (WMECO) on Decem¬ 
ber 9.1974. tendered for filing a proposed 
amendment to its rate schedule desig¬ 
nated FPC No. 67. The proposed amend¬ 
ment Is intended to recognize that, effec¬ 
tive December l, 1974, the City of West- 
field. Massachusetts Gas and Electric De¬ 
partment, a wholesale customer of 
WMECO. was entitled to purchase a por¬ 
tion of its electric requirements out of 
Boston Edison Company's nuclear gen¬ 
erating unit, known as Pilgrim No. 1. In 
order that WMECO's rate schedule may 
accommodate Westfield's purchase out of 
Pilgrim No. 1 on December 1, 1974. 
WMECO has requested waiver of the 
Commission's customary notice period to 
permit the amendments to take effect as 
of December 1. 1974. 

Copies of the filing were served upon 
the City of Westfield, Massachusetts, Gas 
and Electric Department. 

Any person desiring to be heard or to 
protest said application should file a peti¬ 
tion to intervene or protest with the Fed¬ 
eral Power Commission, 825 North Cap¬ 
itol Street. NE., Washington, D.C. 20426. 
in accordance with || 1.8 and 1.10 of the 
Commission's rules of practice and proce¬ 
dure ( 18 CFR 1.8,1.10). All such petitions 
or protests should be filed on or before 
January 3, 1975. Protests will be con¬ 
sidered by the Commission In determin¬ 
ing the appropriate action to be taken, 
but will not serve to make protestants 
parties to the proceeding. Any person 
wishing to become a party must file a 
petition to intervene. Copies of this ap¬ 
plication are on file with the Commission 
and arc available for public inspection. 

Kenneth F. Plumb, 
Secretary. 

[FR Doc.75-311 Filed 1-6-75;8:45 am] 
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(Docket No. E 9175) 

CENTRAL ILLINOIS UGHT CO. 

Notice of Rate Change 

December 31.1974. 

Take notice that Central Illinois Light 
Company, on December 13, 1974, ten¬ 
dered for filing pursuant to section 205 of 
the Federal Power Act and Part 35 of the 
Commission's regulations thereunder a 
change In rates for electric service 
rendered under the following rate sched¬ 
ules: 

Rate Schedule FPC No. 4 applicable to 
the Village of Riverton, ni. 

Rate Schedule FPC No. 5 applicable to 
the Village of Chatham. Ill. 

Rate Schedule FPC No. 12 applicable to 
the Com Belt Electric Cooperative. 
Inc. 

The proposed changes would Increase 
revenues from Jurisdictional sales and 
service by $158,361 based on the 12 
month period ending June 30, 1974. 

The Company states that it earned a 
rate of return of only 4.096% on sales to 
the municipalities and 2.821% on sales to 
Com Belt during the twelve months 
ended June 30. 1974. Company states 
that the rate changes made by this fil¬ 
ing arc necessary to compensate for these 
Increasing costs. The Company proposes 
an effective date of January 13. 1975. 

The revised rates also contain modified 
fuel adjustment clauses which the com¬ 
pany states are Intended to conform to 
the Commission's Order No. 517 issued 
November 13. 1974 In Docket No. R-479. 

Any person desiring to be heard or to 
protect said application should file a 
petition to Intervene or protect with the 
Federal Power Commission. 825 North 
Capitol Street, N.E.. Washington. D.C. 
20426, In accordance with |§ 1.8 and 1.10 
of the Commission’s Rules of Practice 
and Procedure (18 CFR 1.8, 1.10). All 
such petitions or protects should be filed 
on or before January 9, 1975. Protests 
will be considered by the Commission in 
determining the appropriate action to be* 
taken, but will not serve to make Pro¬ 
testants parties to the proceeding. Any 
person wishing to become a party must 
file a petition to intervene. Copies of this 
application are on file with the Commis¬ 
sion and arc available for public inspec¬ 
tion. 

Kennetii-F. Plumb, 
Secretary . 

[FR Doc.75-607 Filed !-6-75;3:30 pm| 

FEDERAL MARITIME COMMISSION 

ASSOCIATED NORTH ATLANTIC 
FREIGHT CONFERENCES 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916, as 
amended <39 6tat. 733, 75 Stat. 763, 46 
UJ3.C. 814). 

Interested parties may Inspect and 
obtain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1100 L 8trcet NW.. 
Room 10126; or may Inspect the agree¬ 


ment at the Field Offices located at New 
York. N.Y., New Orleans, Louisiana. Son 
Francisco. California, and Old San Juan, 
Puerto Rico. Comments on such agree¬ 
ments. Including requests for hearing, 
may be submitted to the Secretary, Fed¬ 
eral Maritime Commission. Washington. 
D.C. 20573, on or before January 27.1975. 
Any person desiring a hearing on the 
proposed agreement shall provide a clear 
and concise statement on the matters 
upon which they desire to adduce evi¬ 
dence. An allegiation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a vio¬ 
lation of the Act or detriment to the 
commerce of the United States is alleged, 
the statement shall set forth with par¬ 
ticularity the acts and circumstances said 
to constitute such violation or detriment 
to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) and 
the statement should indicate that this 
has been done. 

Notice of Agreement Filed by: 

Howard A. Levy, Enquire 
8ulte 727 
17 Battery Place 
New York. New York 10004 

Agreement No. 9978-3. among the 
members of the above-named agreement, 
is an agreement to extend the approval 
of the basic agreement for an additional 
three-year period. 

Dated: December 30, 1974. 

By Order of the Federal Maritime 
Commission. 

Francis C. Hurney, 
Secretary. 

(PR Doc.75-380 FU®d 1-6-75;8:45 am| 


CANADIAN AMERICAN DISCUSSION 
AGREEMENT 

Notice of Agreement Filed 

Notice Is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916. as 
amended <39 Stat, 733. 75 Stat. 763. 46 
U.S C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission. 1100 L Street NW., 
Room 10126; or may inspect the agree¬ 
ment at the Field Offices located at New 
York, N.Y., New Orleans. Louisiana. San 
Francisco. California, and Old San Juan. 
Puerto Rico. Comment on such agree¬ 
ments, including requests for hearing, 
may be submitted to the Secretary. Fed¬ 
eral Maritime Commission, Washington, 
D.C. 20573. on or before January 27,1975. 
Any person desiring a hearing on the 
proposed agreement shall provide a clear 
and concise statement of the matters 
upon which they desire to adduce evi¬ 
dence. An allegation of discrimination or 
unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a 
violation of the Act or detriment to the 


commerce of the United States is alleged, 
the statement shall set forth with partic¬ 
ularity the acts and circumstances said 
to constitute such violation or detriment 
to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as Indicated hereinafter> 
and the statement should indicate that 
this has been done. 

Howard A. Levy. Enquire 
Suite 727 
17 Battery Place 
New York, New York 10004 

Agreement No. 10057-1, among the 
member lines of the above-named agree¬ 
ment. Is an agreement to extend the ap¬ 
proval of the basic agreement for an add!-* 
Uonal period of eighteen months. 

Dated: December 30, 1974. 

By Order of the Federal Maritime 
Commission. 

Francis C. Hurnry, 

Secretary. 

|FR Doc.75-381 Piled l-6-75;8:45 am) 


LASH/SEABEE AGREEMENT NO. 9980 
Notice of Agreement Filed 

Notice Is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat 733, 75 Stat. 763, 46 
U8.C814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1100 L Street NW.. 
Room 10126; or may inspect the agree¬ 
ment at the Field Offices located at New 
York. N.Y., New Orleans, Lousiana, San 
Francisco, California, and Old San Juan. 
Puerto Rico. Comments on such agree¬ 
ments. Including requests for hearing, 
may be submitted to the Secretary, Fed¬ 
eral Maritime Commission, Washington, 
D.C. 20573, on or before January 27, 1975. 
Any person desiring a hearing on the pro¬ 
posed agreement shall provide a clear 
and concise statement of the matters 
upon which they desire to adduce evi¬ 
dence. An allegation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a vio¬ 
lation of the Act or detriment to the com¬ 
merce of the United States is alleged, the 


statement shall set forth with particu¬ 
larity the acts and circumstances said to 
constitute such violation or detriment to 
commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should Indicate that 
this has been done. 

Notice of Agreement Filed for Ap¬ 
proval by: 

R. J. Finnan, Priding 

Lykes Bros. Steamship Co , Inc. 

300 Poydras Street 

New Orleans. Louisiana 70130 
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Agreement No. 9980-2, among Central 
Gulf Steamship Corporation. Combi 
Line (a Joint service of Hapag-Lloyd. 
A.G. and Holland America Line). Lykes 
Bros. Steamship Co.. Inc.. Delta Steam¬ 
ship Lines. Inc. and Waterman Steam¬ 
ship Corp.. amends the basic agreement 

(1) to reflect the recent admission of 
Delta and Waterman as members and 

(2) to enlarge its geographic scope to 
include Central America, the Caribbean. 
Reds Sea. Gulf of Suez. Persian Gulf. 
Arabian Sea. India. Pakistan. Sril&nka, 
Bangladesh. Burma and Far East, in¬ 
cluding ports and/or places or points on 
inland waterways, tributary to the ocean 
ports and ranges. 

Dated: January 2. 1975. 

By Order of the Federal Maritime 
Commission. 

Francis C. Hurhey. 

Secretary . 

(PR Doc.75-385 Plied l-6-75;8:45 am) 


MEDITERRANEAN ASSOCIATED 
CONFERENCES 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916. as 
amended <39 Stat. 733. 75 Stat. 763. 46 
U.S.C. 814). 

Interested parties may Inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission. 1100 L Street. NW„ 
Room 10126. or may inspect the Agree¬ 
ment at the Field Offices located at New 
York. N.Y., New Orleans. La.. San Juan. 
Puerto Rico and San Francisco, Califor¬ 
nia. Comments on such agreements, in¬ 
cluding requests for hearing, may be sub¬ 
mitted to the Secretary. Federal Mari¬ 
time Commission, Washington. D.C. 
20573. on or before January 17.1975. Any 
person desiring a hearing on the pro¬ 
posed agreement shall provide a clear and 
concise statement of the matters upon 
which they desire to adduce evidence. An 
allegation of discrimination or unfairness 
shall be accompanied by a statement de¬ 
scribing the discrimination or unfairness 
with particularity. If a violation of the 
Act or detriment to the commerce of the 
United States is alleged, the statement 
shall set forth with particularity the acts 
and circumstances said to constitute sucH 
violation or detriment to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as Indicated hereinafter) 
and the statement should indicate that 
this has been done. 

Notice of Agreement Filed by: 

8tanley O. Sher. Esquire 
Billlg, Shrr & Jones, P. C. 

Suite 300 

1120 Sixteenth Street, NW. 

Washington. D.C. 20036 

Agreement No. 9976-1. among the 
member conferences of the Mediter¬ 
ranean Associated Conferences, extends 
the effective period of the original agree¬ 


ment from March 2. 1975 through 
March 2.1978. 

Dated: December 31.1974. 

By Order of the Federal Maritime 
Commission. 

Francis C. Hornet. 

Secretary. 

I PR Doc.75-379 Plied 1-8-75;8:45 am | 


| No. 74-511 

PACIFIC COAST EUROPEAN 
CONFERENCE, ET AL 
Erratum To Notice of Filing of Complaint 
December 30. 1974. 

In the notice of filing of complaint in 
this proceeding served December 3. 1974, 
it is stated that respondents activities 
are alleged "to cause diversion of cargo 
from complainants and other carriers 
vessels." The quoted phrase should read 
“to cause diversion of cargo from com¬ 
plainant’s to other carriers’ vesscb.“ 

Francis C. Hurney, 

Secretary . 

(FR Doc.75-382 Piled 1-8-76:8:45 am] 


(Docket No. 74-47; Agreement No. 101181 

POOLING AGREEMENT IN THE EAST- 
BOUND AND WESTBOUND TRADES BE¬ 
TWEEN JAPANESE PORTS AND PORTS 
IN CALIFORNIA. OREGON AND WASH¬ 
INGTON 

Order on Appeal of Ruling; Order Granting 
Reconsideration 

On October 22. 1974, the Commission 
ordered an Investigation and hearing to 
determine whether Agreement No. 10116 
is unjustly discriminatory or unfair as 
between carriers, shippers, exporters, or 
ports, or operates to the detriment of the 
commerce of the United States or is con¬ 
trary to the public interest or otherwise 
in violation of the Shipping Act, and to 
determine whether Agreement No. 10116 
should be approved, modified or disap¬ 
proved pursuant to section 15 of the 
Shipping Act, 1916. Agreement No. 10116 
is between six respondent Japanese lines 
which will pool and divide revenue and 
cargo in the eastbound and westbound 
trade between Japan and the West Coast 
of the United States. The investigation 
and hearing was ordered because the 
Commission felt that the proposed rev¬ 
enue pool would be a new concept In the 
Japanese/U.8. West Coast trade. The 
Commission was also concerned about 
the potential for a pooled expansion by 
Japanese lines to the detriment of com¬ 
petitors in the trade and was skeptical of 
the need for such on agreement based 
upon overtonnaging in the trade. Fur¬ 
thermore, intervenor. Sea-Land Service. 
Inc. (Sea Land) urged that the approval 
of Agreement 10116 be limited to one 
year so that It could be reviewed to 
evaluate the results and impact of the 
agreement. 

On November 20. 1974. the respondent 
Japanese lines petitioned the Commis¬ 
sion to reconsider the issuance of its 


Order of Investigation and Hearing in 
Docket No. 74-47. Respondents asserted 
that <1> they arc willing to accept ap¬ 
proval limited to 18 months. (2) that 
Agreement No. 10116 does not represent 
a “new concept” In the transpacific 
trade. (3) approval would not lead t3 
other concentrations not lawfully per¬ 
mitted. (4) the trades are in fact over- 
tonnaged, and (5) that Agreement No. 
10116 is a govemmentally directed ar¬ 
rangement designed to secure important 
public benefits. Respondents also re¬ 
quested that the presiding Administra¬ 
tive Law Judge, Stanley M. Levy, post¬ 
pone a prehearing conference scheduled 
for November 22. 19?4, pending disposi¬ 
tion by the Commission of the petition 
to reconsider. 

The prehearing conference was held 
on November 22.1974, with the Respond¬ 
ents and Hearing Counsel asserting 
that the petition for reconsideration was 
directed to the Commission and should 
be certified to the Commission for con¬ 
sideration. Relying on Rules 10(g) and 
5(m> of the Commission’s rules of prac¬ 
tice and procedure (46 CFR 502.147 and 
502.73). Judge Levy ruled that all mo¬ 
tions were to be passed upon by tho 
presiding officer. While he denied the 
petition to reconsider, he did grant leave 
to appeal his ruling to the Commission. 

Respondents and Hearing Counsel 
have appealed from the ruling of Judge 
Levy citing a misapplication of the rules 
of practice and procedure and lack of 
power by the Administrative Law Judge 
to rule on a petition for reconsideration. 

Seatrain Lines, Inc. (Seatrain), replied 
LIZZIO. Jim 56595 NITE LINO Jan. 3— 
to the appeals from the decision of the 
Administrative Law Judge. Seatrain as¬ 
serts that the Administrative Law Judge 
had Jurisdiction to hear and decide tho 
Respondent’s petition to discontinue this 
proceeding. 

The respondents have submitted- a 
petition for reconsideration of the order 
instituting the investigation and hearing 
on Agreement 10116. 8uch a petition 
should not be confused with a motion 
for dismissal which would properly bo 
considered and ruled upon by the presid¬ 
ing Administrative Law Judge. Petitions 
for reconsideration of an order can only 
be ruled upon by the Commission. Sec¬ 
tion 25 of the Shipping Act, 1916, gives 
thef Commission the power to reverse, 
suspend or modify any order mndc by it. 
Nowhere is this power delegated to the 
Administrative I>aw Judge assigned as 
the Presiding Officer to conduct an in¬ 
vestigation and hearing with regard to 
an agreement submitted for Commission 
approval. Rule 10(g) (46 CFR 502.147) 
was cited by Judge Levy for the proposi¬ 
tion that the Presiding Officer has the 
authority to dLspo.se of procedural re¬ 
quests or similar matters, and to dis¬ 
pose of any other matter that normally 
and properly arises In the course of the 
proceeding. A petition for reconsidera¬ 
tion is certainly not procedural nor is it 
a matter which normally or properly 
arises In the course of the proceeding 
over which the Administrative Law Judge 
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presides. The petition Is addressed to the 
reconsideration of the issuance of the 
order and investigation, not to the pro¬ 
ceedings contemplated In Rule 10 <b> 
which cam* out the order of investiga¬ 
tion. A petition for reconsideration does 
not. therefore, fall under the provisions 
of Rule 10(g) (46 CFR 502.147). 

A petition for reconsideration also is 
not controlled by Rule 5(m) (46 CFR 
502.73). Rule 5(m> refers to motions and 
applications or requests “not otherwise 
specifically provided for In the rules of 
this part/* Petitions for reconsideration 
are. however, specifically provided for in 
Rule 16<a> <46 CFR 502.261) and are 
petitions, not motions, as referred to in 
Rule 5(m). 

The petition for reconsideration is ad¬ 
dressed properly only to the Commission 
and seeks to invoke powers which only 
the Commission possesses. Therefore, it 
Is the opinion of the Commission that 
Administrative Law Judge Levy improp¬ 
erly heard and ruled on the petition for 
reconsideration submitted by respond¬ 
ents. The denial of the petition to re¬ 
consider Issued by Administrative Law 
Judge Levy in this case is therefore de¬ 
clared to be null and void as beyond his 
authority. 

Furthermore, because the findings and 
concerns prompting the issuance of the 
Order may have been erroneously con¬ 
cluded as alleged in Respondents’ peti¬ 
tion for reconsideration, we shall recon¬ 
sider the order of investigation and 
hearing to determine if the order should 
be vacated or modified and whether 
Agreement No. 10116 should be approved. 

Therefore it is ordered. That Respond¬ 
ents* petition for reconsideration is 
granted for the purpose of determining 
whether the order of investigation and 
hearing in this case should be vacated 
or modified and whether Agreement No. 
10116 should be approved. 

It is further ordered. That pursuant to 
Rule 16<b) of the Commis sion^ rules 
of practice and procedure (46 CFR 5 502.- 
262) any interested person may file a 
reply to Respondent’s Petition on or be¬ 
fore January 22. 1975, such reply to be 
limited to the issues of <X> the length of 
approval. <2> whether the pooling in 
the transpacific trade creates a new con¬ 
cept, (3) the potential for unlawful 
concentration. (4) the existence of over- 
tonnaging in the transpacific trade, and 
(5) whether Agreement No. 10116 is a 
govemmentally directed arrangement. 

It is further ordered . That a copy of 
this order be forthwith served on the 
parties to this proceeding, and be pub¬ 
lished in the Federal Register. 

By the Commission. 

I SEAL 1 Frakcjs C. Hurnxy. 

Secretary . 

(FR Doc.76-373 Filed 1-2-75; 11:56 am) 


(Docket No. 74-46) 

PUERTO RICO MARINE LINES. INC. 

Proposed General Increase and Simulta¬ 
neous Reduction of Bunker Surcharge 

Applying Between United States Gulf 

Ports and Puerto Rico; Order Vacating 

Suspension 

By order served October 18. 1974 the 
Commission placed under investigation 
and suspended to and including February 
20. 1975 Supplement Nos. 13 nnd 14 to 
Tariff No. 1 filed by Puerto Rico Marine 
Lines. Inc. (PRML). The reason for the 
suspension of the involved tariff matter 
was that the information submitted by 
PRML in support of its tariff changes 
was Insufficient for the Commission to 
determine the justness and reasonable¬ 
ness of the proposed changes. 

PRML subsequently submitted addi¬ 
tional information which appears to 
overcome discrepancies and inadequacies 
of the data previously submitted and 
which satisfies the requirements of 
Amendment 1 to General Order 11 (46 
CFR 512.3(d) (1)). Upon further con¬ 
sideration. the Commission has deter¬ 
mined to vacate its order of suspension. 

Therefore . it is ordered . That pursuant 
to the discretion vested in this Commis¬ 
sion by section 3 of the Intercoastal Ship¬ 
ping Act, 1933, the suspension of Supple¬ 
ments Nos. 13 and 14 to PRML’s Tariff 
FMC-F No. 1 is hereby vacated. 

It is further ordered. That pursuant to 
the provisions of the Commission's 
Tariff Circular No. 3 <46 CFR 531.20(f) >, 
PRML may file with the Commission the 
tariff matter necessary to vacate and 
set aside the suspension of said supple¬ 
ments. such tariff matter to become ef¬ 
fective on not less than one day's notice. 

It is further ordered. That, except as 
amended by the foregoing paragraphs, 
the Order of Investigation and Suspen¬ 
sion herein 6hall remain in effect pending 
the outcome of the investigation insti¬ 
tuted thereby unless otherwise ordered 
by the Commission. 

It is further ordered , That a copy of 
this Order shall be filed with PRML’s 
tArlff FMC-F No. 1. shall be served upon 
all parties to this proceeding and pub¬ 
lished In the Federal Register. 

By the Commission. 

(seal! Francis C. Hurney. 

Secretary. 

(FR Doc.75-384 Filed 1-6-75;8:45 Am) 

GENERAL ACCOUNTING OFFICE 
REGULATORY REPORTS REVIEW 
Receipt of Report Proposals 

The following requests for clearance of 
reports Intended for use in collecting in¬ 
formation from the public were received 
by the Regulatory Reports Review 8taff. 
GAO. on December 27.1974.8ee 44 UjB.C. 
3512 (c) and (d). The purpose of pub¬ 


lishing this list in the Federal Register 
is to inform the public of such receipt. 

The list includes the title of each re¬ 
quest received; the name of the agency 
sponsoring the proposed collection of in¬ 
formation: the agency form number, if 
applicable: and the frequency with 
which the information is proposed to be 
collected. 

Written comments on the proposed 
FTC form are Invited from all interested 
persons, organizations, public interest 
groups, and affected businesses. Because 
of the limited amount of time GAO has 
to review the proposed form, comments 
must be received on or before January 
21. 1975, and should be addressed to Mr 
Monte Canfield, Jr.. Director, Office of 
Special Programs. United States General 
Accounting Office, 425 I Street NW . 
Washington, D.C. 20548. 

Further information about the items 
on this list may be obtained from the 
Regulatory Reports Review Officer, 202- 
376-5425. 

Federal Trade Commission 

Request for review and clearance of a 
new one-time statistical survey or report 
entitled Special Report Form—Natural 
Gas 8urvey. The Federal Trade Commis¬ 
sion plans to collect information con¬ 
cerning natural gas reserves, production, 
and producible shut-in leases. The ques¬ 
tionnaire also requests data concerning 
natural gas contracts and the provisions 
contained therein. Responses are manda¬ 
tory under the FTC Act. 15 UjS.C. 41. Po¬ 
tential respondents are sixty of the 
largest natural gas producers. The 
amouht of time required to respond to 
the questionnaire will vary considerably 
according to the size of the reporting 
firm. Estimated average burden required 
per response is 700 man-hours. 

Request for review and clearance of a 
new one-time statistical survey or report 
entitled 8pecial Report Form—Coal Sur¬ 
vey. The Federal Trade Commission 
plans to survey leading coal producers 
and coal reserve holders pursuant to Con¬ 
gressional mandate to undertake a study 
of the energy industry, including the ef¬ 
fects of decisions by government depart¬ 
ments and agencies onlhe price and sup¬ 
ply of energy. Responses are mandatory 
under the Federal Tirade Commission 
Act. Out of a universe of 3900 cqal min¬ 
ing companies, potential respondents in¬ 
clude 70 leading coal companies during 
the period 1964 through 1973 and 38 ad¬ 
ditional companies believed to be sub¬ 
stantial coal reserve holders. 

The total compliance burden is esti¬ 
mated at 97,416 man-hours. This figure 
was based on the estimation that for 
coal producing companies having only 
one coal division, and thereby only one 
set of coal books and records, the time 
needed to collect the data and complete 
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the forms would be approximately 944 
hours. Including administrative overhead 
time costs. It was estimated that 62 of 
the 70 coal producers to be surveyed 
would fall within the one coal division 
class, resulting in a total compliance 
burden for such companies of 58.528 
hours. The eight largest coal producers 
were estimated to have, on the average, 
approximately four coal divisions thereby 
increasing each such company's response 
time to 3.776 hours <944 hours per divi¬ 
sion) or a total of 30,008 hours for tho 
eight companies. The remaining 38 con¬ 
cerns which are. for the most part, not 
In the coal producing business would, in 
most if not all Instances, only supply 25 
percent of the total Information called 
for by the full survey. Accordingly, it was 
estimated that the compliance burden on 
such concerns would be 236 hours (25 
percent of 944) or a total of 8.968 hours 
for all thirty-eight non-coal mining 
concerns. 

Norman P. nert. 

Regulatory Reports 

Review Officer. 

I PR Doc.75-438 Filed 1-0-75; 8:45 am] 

OFFICE OF MANAGEMENT AND 
BUDGET 

|CIRCULAR NO. <5-106! 

ENVIRONMENTAL POLLUTION AT 
EXISTING FEDERAL FACILITIES 

Reporting Requirements 

December 31.1974. 

In the matter of reporting require¬ 
ments in connection with the prevention, 
control, and abatement of cnvrlonment&l 
pollution at existing Federal faculties. 

1. Purpose. This circular provides pro¬ 
cedures to be followed by Federal agen¬ 
cies in carrying out the provision of sec¬ 
tion 3(a)(3) of Executive Order No. 
11752 of December 17. 1973, pertaining 
to the control of environmental pollu¬ 
tion from existing Federal facilities. 

2. Rescission . This circular, supercedes 
and rescinds Office of Management and 
Budget (OMB) Circulars No. A-78 and 
A-81 dated May 18. 1970. 

3. Definitions . a. The term ‘'Federal 
agencies" means the departments, agen¬ 
cies, establishments, and instrumentali¬ 
ties of the executive branch. 

b. The term "facilities** means the 
buildings, installations, structures, land, 
public works, equipment, aircraft, ves¬ 
sels, and other vehicles and property, 
owned by, or constructed or manufac¬ 
tured for the purpose of leasing to. the 
Federal Government. 

c. The term "project" means an action 
to achieve needed corrective measures 
relative to identified environmental pol¬ 
lution sources within a Federal faculty. 

d. Tl\e term "cost" means the amount 
of funds required for putting in place the 
necessary environmental protection 
measures. These costs Include the capital 
costs of structure and equipment, Ir¬ 
respective of the appropriation charge¬ 
able, but not the annual maintenance 
and operating costa. 


e. The term “lease-construction" 
means construction of a facility by a 
private entrepreneur to meet require¬ 
ments of a Federal agency in consider¬ 
ation of a commitment by the agency 
to lease the facility at a specified price 
for a specified time period. 

f. The term "Director" means the Di¬ 
rector of the Office of Management and 
Budget. 

g. The term "Administrator" means 
the Administrator of the Environmental 
Protection Agency. 

4. Standards. Ail facilities are to con¬ 
form to the requirements specified in 
section 4 of the order. Those require¬ 
ments are as follows: 

a. Federal, 8tate, interstate, and local 
air quality standards and emission 
limitations adopted in accordance with 
or effective under the provisions of the 
Clean Air Act, as amended. 

b. Federal. State, Interstate, and 
local water quality standards and 
effluent limitations respecting the dis¬ 
charge or ruqoff of pollutants adopted 
In accordance with or effective under the 
provisions of the Federal Water Pollu- 
Uon Control Act, as amended. 

c. Federal regulations and guidelines 
respecting dumping of material into 
ocean waters adopted in accordance with 
the Marine Protection, Research, and 
Sanctuaries Act of 1972, and the Fed¬ 
eral Water Pollution Control Act, as 
amended. 

d. Guidelines for solid waste recovery, 
collection, storage, separation, and dis¬ 
posal systems issued by the Administra¬ 
tor pursuant to the Solid Waste Dis¬ 
posal Act. as amended. 

e. Federal noise emission standards 
for products adopted In accordance with 
provisions of the Noise Control Act of 
1972 and State, interstate, and local 
standards for control and abatement of 
environmental noise. 

f. Federal guidance on radiation and 
generally applicable environmental 
radiation standards promulgated or 
recommended by the Administrator and 
adopted In accordance with the Atomic 
Energy Act, as amended (42 U.8.C. 
2011), and rules, regulations, require¬ 
ments, and guidelines on discharges of 
radioactivity as prescribed by the Atomic 
Energy Commission. 

g. Federal regulations and guidelines 
respecting manufacture, transportation, 
purchase, use, storage, and disposal of 
pesticides promulgated pursuant to the 
provisions of the Federal Insecticide. 
Fungicide, and Rodenticide Act, as 
amended by the Federal Environmental 
Pesticide Control Act of 1972. 

5. Agency responsibilities. Pursuant to 
their responsibilities under the order. 
Federal agencies: 

a. Should cooperate with State. In¬ 
terstate. and local pollution Control 
agencies and with other Federal agencies 
in the evaluation of their pollution con¬ 
trol needs. 

b. May seek the assistance of the Ad¬ 
ministrator to determine the standards 
and the appropriate Implementation 
schedules applicable to particular facili¬ 
ties. 


6. Pollution control plans, a. Federal 
agencies must develop plana to assure 
that their facilities meet the standards 
listed In paragraph 4 of this Circular. 

b. Such plans are to cover existing 
facilities as defined In paragraph 3b of 
this circular. "Lease-construction" is an 
example of a type of facility covered 
under this provision, but facilities used 
under ordinary leases are not covered. 
Remedial measures required for build¬ 
ings and equipment owned by non- 
Federal lessees on Federal land are not 
to be reported under this circular unless 
the responsible Federal agency attests 
that they arc constructed and operated 
for a Federal purpose. In cases where 
lease agreements with non-Federal les¬ 
sees obligate the Federal Government to 
provide pollution control measures, re¬ 
medial measures are to be reported un¬ 
der this circular. 

c. The agency plan should Include all 
projects Involving "costs," as defined In 
paragraph 3d of this circular, which 
are necessary to bring existing facilities 
into compliance with applicable stand¬ 
ards. Funds required for studies, man¬ 
agement and monitoring associated with 
the definition and development of cor¬ 
rective measures and necessary equip¬ 
ment to assure compliance with stand¬ 
ards should also be Included in the plan. 

d. In determining the most cost-effec¬ 
tive remedial measures necessary for a 
particular facility to meet the standards, 
agencies should take into account such 
factors as: the future use of the facility; 
the best practicable technology avail¬ 
able: the need for control system reserve 
capacity: the various alternative meth¬ 
ods of control Including process change: 
and the use of Joint or regional pollution 
control facilities. 

e. Agency plans should include the 
milestones for the design, construction, 
and completion of projects which, when 
submitted to the Director, will represent 
an agency commitment to comply with 
applicable standards considering tho 
Federal budgetary process and assuming 
that the requested funds will be appro¬ 
priated by the Congress and allocated to 
the agenev as planned. 

f. Facilities may be exempted from ep- 
plicable standards in the Interest of na¬ 
tional security or in extraordinary cases 
in which it is In the paramount Interest 
of the United States. Such exemptions 
must be made in accordance with the 
provisions of section 5 of the order. 

7. Reports, a. Agency plans are to be 
reported In accordance with procedures 
prescribed by the Administrator. Such 
procedures win provide for submission 
of pertinent details of each individual 
project and a summary status report of 
tin overall plan. 

b. The reports will be submitted semi¬ 
annually on December 31 and June 30 
to the Director thru the Administrator. 
After review of the reports, the Adminis¬ 
trator will forward the agency's reports 
to the Director. 

c. By September 30 of each year the 
Administrator will also forward to the 
Director an evaluation of each agency's 
report. 
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8. Communications with the Admin¬ 
istrator. Communications with the Ad¬ 
ministrator should be directed to the En¬ 
vironmental Protection Agency, atten¬ 
tion: Office of Federal Activities, 401 M 
Street SW., Washington. DC. 20460. 
phone 755-0790 (code 138). 

9. Communications with the Director. 
Questions regarding the implementation 
of this Circular should be addressed to 
the Office of Management and Budget. 
Washington, D.C, 20503. phone 395-6827 
(code 103). 

• Roy L. Ash. 

Director. 

(FR Doc.75- 4)1 Filed l-6^78;8:45 am I 


CLEARANCE OF REPORTS 
List of Requests 

The following is a list of requests for 
clearance of reports Intended for use in 
collecting Information from the public 
received by the Office of Management 
and Budget on 12/31/74 (44 USC 3509). 
The purpose of publishing this list in the 
Federal Register is to inform the public. 

The list includes the title of each re¬ 
quest received; the name of the agency 
sponsoring the proposed collection of In¬ 
formation; the agency form number (s), 
if applicable; the frequency with which 
the information is proposed to be col¬ 
lected; the name of the reviewer or re¬ 
viewing division within OMB. and an 
indication of who win be the respondents 
to the proposed collection. 

The symbol (X) Identifies proposals 
which appear to raise no significant 
issues, and are to be approved after brief 
notice thru this release. 

Further information about the It^ms 
on this dally list may be obtained from 
the Clearance Office. Office of Manage¬ 
ment and Budget. Washington. D.C. 
20503 (202-395-4529). or from the 

reviewer listed. 

New Poems 

DCTASTMEXT OF ACWCTT1.TCEE 

Forest Service: Request for Nominations for 
Summer Student Employment Program— 
Forest Service, annually, educations] Insti¬ 
tutions. Lowry. R. L.. 395-3772. 

DCTAKTXirXT OF HEALTH. ID UC AT ION. AND 
WELFAEK 

Office of Education: Assessment of School 
Supervised Work Education Programs. 
OE391, 1-8. single time, school coordi¬ 
nators. students, employer*. Human Re¬ 
sources Division, 395-3632. 

DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT 

Bousing Production and Mortgage Credit 
Application for Assignment of Portion of 
Bet-Aside to Specific Project—Section 8. 
HUD-52516, on occasion, housing finance 
agencies. Community and Veterans Affairs 
Division. 395-3532. 

Application for Section 8 Housing Assistance 
Payments Program—Existing Houalug, 
HUD-62515, on occasion, public housing 
agencies. Community and Veterans AIT airs 
Division. 395-3632. 


DEPARTMENT OF THE TSEAffUST 

Departmental and Other Monthly Report of 
Asset*. LUbMtle*. and Positions In Speci¬ 
fied Foreign Currencies of Firms in the 
U£.» FC-3. monthly, nonbanking business 
concerns and nonprofit Institutions, 
Hulctt, D. T., 395 4730. 

Revisions 

DKPSSTMENT OF LODGE 

Occupational Safety and Health Administra¬ 
tion: Quarterly Report of State Comp li¬ 
on oe/S tin dartLi Activity. O6HA120, quar¬ 
terly. State designated agencies. Kliett, 
C. A.. 395-8172. 


Therefore, pursuant to section 15(c) 
(5) of the Securities Exchange Act of 
1934, trading in such securities otherwise 
than on a national securities exchange 
is suspended, for the period from De¬ 
cember 31. 1974 through January 9,1975. 

By the Commission. 

I seal) Georgy A. Fitzsimmons, 
Secretary. 

IFR Doc.75-390 Filed l-8-75;8:45 am] 


(812-3802) 


Extensions 
dtpaxtment OF LA DOS 

Manpower Administration: 

Ccntcr-Scrccucr Enrol Ice Information Re¬ 
port, MA 8-59. on occasion, Evlnger 
8 K , 395-3848. 

Report of Activities Under Defense Man¬ 
power Policy *4 as Revised June 1. 1970, 
MA 7 38. monthly. Evlnger. 8. K. 395- 
3848 

Certification and Report Forma—Federal 
Procurement Preference Program, MA 
6-12, on occasion. Evlnger, S. K.. 335- 
3848 

Application for Award of Exemplary Re¬ 
habilitation Certificate, MA 7 53, on 
occasion. Evlnger. 6. K . 395-3848. 

Annual Report on State and Area Occupa¬ 
tional Requirement* for Vocational Edu¬ 
cation. MA 7-26A. annually, Evlnger, 
S. X. 395* 3648 

Request for rcodmlssJon. MA 8-80. on oc¬ 
casion. Evlnger. 3. K.. 395-3848. 

Emergency Employment AcV—Participant 
Information Record. Summary of Par¬ 
ticipant Character)'tics. Project Status/ 
Financial, MA 6-43. monthly, Evlnger, 
8. K,. 305-3848 

Reporting on the Operation of Apprentice¬ 
ship Information Centers, ES-239. 
monthly, Evlnger. S, K. 395 3848. 

Employes Employment and Hiring Record. 
. . . Determination of Need for Place¬ 
ment Office . . . Cl aims Office . . . E8- 
840. on occasion. Evlnger. 8. K.. 305-3848. 

Job Specification Form. ES-541. on oc- 
caaion. Evlnger, 8- K.. 395-3848. m 

Worker Adjustment Assistance Handbook 
. . , Trade AdJ. Allowance Activities, MA 
6-83. monthly. Evlnger. 8 K . 396-3848, 

Guide for the Conduct of Post-Exhaustion 
Studies (Employment Benefit Right*— 
Unemployed Workers). U-134. on oc¬ 
casion. Evlnger. 8. K . 398-3848. 

Phillip D Larsen, 

Budget and Management 

Officer . 

|FR Doc.76-851 Filed l-8-76;8:45 am] 

SECURITIES AND EXCHANGE 
COMMISSION 

| Flic NO. 500-1] 

CONTINENTAL VENDING MACHINE CORP. 

Suspension of Trading 

December 31,1974. 

It appearing to tlie Securities and Ex¬ 
change Commission that the nummary 
suspension of trading in the common 
stock of Continental Vending Machine 
Corporation being traded otherwise than 
on a national securities exchange is re¬ 
quired in the public interest and for the 
protection of investors; 


METROPOLITAN LIFE INSURANCE CO., 
ET AL. 

Filing of Application 

Decembrb 31,1974. 

Notice is hereby given that Metropoli¬ 
tan Life Insurance Company (’'Metro¬ 
politan"), Metropolitan Life Variable 
Account C ("Account C") and Metro¬ 
politan Life Variable Account D ("Ac¬ 
count D"). One Madison Avenue, New 
York. New York 10010 (Metropolitan, 
Account C and Account D referred to 
collectively herein as "Applicants"), filed 
an application on February 7. 1974. and 
an amendment thereto on November 22, 
1974, for an order, pursuant .to section 
17(f)(3), and pursuant to section 6(c) 
of the Investment Company Act of 1940 
("Act"), for nn order exempting Appli¬ 
cants from the provisions of sections 
22(d). 27(a)(3) and 27(c)(2) of the 
Act. On February 5. 1974, pursuant to 
New York Insurance Law, Metropolitan 
established Accounts C and D which 
have been registered under the Act os 
open-end. diversified management in¬ 
vestment companies. Metropolitan in¬ 
tends to allocate to Account C the pur¬ 
chase payments, after certain deductions, 
received under its Convertible Invest¬ 
ment Contracts ("Investment Con¬ 
tracts"). which will be Issued under 
Metropolitan’s Investment Annuity Pro¬ 
gram ("Program"). Metropolitan In¬ 
tends to allocate to Account D amounts 
received under the variable annuity con¬ 
tracts included in the program from the 
conversion of "Investment Units" under 
Investment Contracts. All interested per¬ 
sons arc referred to the application on 
file with the Commission for a statement 
of the representations therein which are 
summarixedbclow. 

Section 22(d) of the Act provides, in 
pertinent part, that no registered in¬ 
vestment company shall sell any redeem¬ 
able security issued by it to any person 
except at a current offering price de¬ 
scribed in the prospectus. 

Applicants request an exemption from 
section 22(d) to permit them to do the 
following: 

(1) Make a reduced sales charge with 
respect to any purchase payment under 
an Investment Contract to the extent 
such payment consists of proceeds of 
certain Metropolitan life insurance and 
annuity contracts ("Proceeds"); 

(2) Make a reduced sales charge with 
resi>ect to purchase payments computed 
on the basis of the total combined 
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amount of purchase payments that, since 
the issuance of on Investment Contract 
or Contracts, are being and have been 
mode thereunder by the person or per¬ 
sons entitled under the Investment Con¬ 
tract to such reduced sales charge, even 
though the Investment Units purchased 
by past payments may no longer be 
owned because of redemptions, conver¬ 
sions or transfers to other owners; and 

<3> Apply any monthly withdrawal 
plan poyment under the Investment Con¬ 
tract or any distribution of net Invest¬ 
ment income and net realized capital 
gains of Account C declared and payable 
under the Investment Contracts, either 
of which is returned to the company by 
postal authorities as urdelivcrable. to the 
purchase of Investment Units (and on 
equal number of annuity rights) without 
making a sales charge therefor. 

Applicants assert that no unfair dis¬ 
crimination or disruption of the orderly 
distribution of its securities would result 
from the elimination or reduction of the 
sales charge under the foregoing cir¬ 
cumstances. Under the circumstances 
described in subparagraphs <1> and (3) 
above, a sales charge will have been 
previously deducted under the Invest¬ 
ment Contract or another contract is¬ 
sued by Metropolitan. The reduction of 
the sales charge under the circumstances 
described In subparagraph (2) hereof 
will result in no unfair discrimination to 
other Investors end. Applicants state, 
will in no way obstruct effectuation of 
the purposes of the Act 

Section 17(f)(3) of the Act provides 
that a registered management invest¬ 
ment company may maintain its secu¬ 
rities and similar investments in its own 
custody, but only in accordance with 
such rules and regulations or orders as 
the Commission may from time to time 
prescribe for the protection of investors. 
Rule 17f-2(b> provides, with certain ex¬ 
ceptions. that all securities and similar 
Investments must be deposited in the 
safekeeping of a bank or other company 
whose functions and physical facilities 
are supervised by Federal or State au¬ 
thority. Rule i7f-2(d> provides that no 
more than five persons shall have access 
to such Investments. 

Applicants request an order, to the 
extent necessary, under the provisions 
of section 17(f)(3) to permit Metro¬ 
politan to maintain custody in its vault 
of the securities and similar investments 
held in Account C and Account D, re¬ 
spectively. clearly identified as applicable 
to the appropriate account, and to per¬ 
mit ten duly authorized officers or re¬ 
sponsible employees of Metropolitan, as 
well as representatives of the New York 
Insurance Department and members of 
the National Association of Insurance 
Commissioners* duly designated zonal 
auditing committee to have access to such 
investments In each such Account. With 
t he exception of access by more than the 
number of persons specified In Rule 
17f-2(d>, Applicants represent that all 
other provisions of Rule 17f-2 will be met 
as if such investments were in a vault 
maintained by a bank and that adequate 
protection will be afforded the investors 
in Accounts C and D. 


Section 27(a)(3) of the Act makes it 
unlawful for any registered investment 
company issuing periodic payment plan 
certificates, or for any depositor of or 
underwriter for such company, to sell 
any such certificate if the amount of 
sales load deducted from any one of the 
first 12 monthly payments exceeds pro¬ 
portionately the amount deducted from 
any other such payment or if the amount 
of sales load deducted from any subse¬ 
quent payment exceeds proportionately 
the amount deducted from any other 
subsequent payment. 

Under the table of percentage rates of 
deductions for sales expenses contained 
in the Investment Contracts, a lower per¬ 
centage deduction for sales expenses is 
applicable to that portion of a purchase 
payment consisting of Proceeds than 
would be applicable to the same amount 
consisting of other than Proceeds. Thus, 
it is possible that the amount deducted 
for sales expenses from any one of the 
first 12 monthly purchase payments may 
exceed proportionately the amount de¬ 
ducted from any other such payment 
and that the amount deducted from any 
subsequent payment may proportionately 
exceed the amount deducted from any 
other subsequent payment. This situa¬ 
tion might occur whenever a purchase 
payment consisting of Proceeds is fol¬ 
lowed by a purchase payment which docs 
not consist of Proceeds. 

Applicants request an exemption from 
section 27(a)(3) to permit the schedule 
of sales load deductions proposed by Ap¬ 
plicants. provided that the percentage 
amount of sales load deducted from any 
payment under any such contract will 
not exceed 9 percent of such pay¬ 
ment. Applicants represent that section 
27(a)(3) was designed to lessen losses 
which might be incurred upon early 
termination of periodic payment plan 
certificates involving front-end load ar¬ 
rangements. Applicants further repre¬ 
sent that their proposed sales deduction 
schedule does not involve a front-end 
load arrangement and that their sched¬ 
ule cannot lead to the abuses Intended to 
be curbed by section 27(a) (3). 

Section 27(c) (2) of the Act prohibits a 
registered Investment company, or a de¬ 
positor of or underwriter for such com¬ 
pany. from selling periodic payment plan 
certificates unless the proceeds of all 
payments, other than the sales load, are 
deposited with a bank as trustee or 
custodian and held under an indenture 
or agreement containing, in substance, 
the provisions required by section 26(a) 
(2) and (3) of the Act for a unit invest¬ 
ment trust. Section 26<a) (2) requires 
the trustee or custodian to segregate and 
hold in trust all securities and cash of the 
trust, places certain restrictions on 
charges which may be made against the 
trust income and corpus, and excludes 
from expenses which the trustee or cus¬ 
todian may charge against the trust any 
payments to the depositor or principal 
underwriter other than a fee, not exceed¬ 
ing such reasonable amount as the Com¬ 
mission may prescribe, for performing 
bookkeeping and other administrative 
services delegated to them by the trustee 
or custodian. Section 26(a)(3) governs 


the circumstances under which the 
trustee or custodian may resign. Appli¬ 
cants request an exemption from 27(c) 
(2) to permit the proceeds of all pay¬ 
ments under the Investment Contract! 
and the variable annuity contracts to bo 
held by Metropolitan on the ground that 
the obligations undertaken by Metropoli¬ 
tan. a regulated insurance company, to 
the holders of such contracts provide 
substantially the protection contem¬ 
plated by the requirements of section 
27(c)(2). 

Applicants have consented that the 
order granting exemption from section 
27(c)(2) may be made subject to the 
conditions that (l) the charges under 
the Investment Contracts and variable 
annuity contracts for administrative 
services shall not exceed such reasonable 
amounts as the Commission shall pre¬ 
scribe. jurisdiction being reserved for 
such purpose. and (2) the payment of 
sums and charges out of the assets of 
Account C and Account D shall not be 
deemed to be exempted from regulation 
by the Commission by reason of the 
order, provided the Applicants* consent 
to the conditions shall not be deemed to 
be a concession to the Commission of 
authority to regulate the payments of 
sums and charges out of such assets 
other than charges for administrative 
services, and Applicants reserve the right 
to assert in any proceeding before the 
Commission, in any suit or action in any 
court or otherwise that the Commission 
has no authority to regulate~the payment 
of such other sums or charges. 

Section 6(c) authorizes the Commis¬ 
sion to exempt any person, security or 
transaction or any class or classes of 
persons, securities, or transactions, from 
any provisions of the Act and rules pro¬ 
mulgated thereunder if such exemption 
is necessary or appropriate in the pub¬ 
lic interest and consistent with the pro¬ 
tection of Investors and the purposes 
fairly Intended by the policy and provi¬ 
sions of the Act. 

Notice is further given that any in¬ 
terested person may. not later than 
January 24, 1975. at 5:30 p.m.. submit to 
the Commission in writing a request for 
a hearing on the matter accompanied by 
a statement as to the nature of his In¬ 
terest. the reason for such request, and 
the issues, if any. of fact or law pro¬ 
posed to be controverted, or he may re¬ 
quest that he be notified if the Com¬ 
mission should order a hearing thereon. 
Any such communication should be ad¬ 
dressed: Secretary. Securities and Ex¬ 
change Commission. Washington, D.C. 
20549. A copy of such request shall be 
served personally or by mall (air mail If 
the person being served is located more 
than 500 miles from the point of mail¬ 
ing) upon Applicants at the address 
stated above. Proof of such service (by 
affidavit, or in the case of an attorney- 
at-law. by certificate) shall be filed con¬ 
temporaneously with the request. As pro¬ 
vided by Rule 0-5 of the rules and regu¬ 
lations promulgated under the Act. an 
order disposing of the application will be 
Issued as of course following said data 
unless the Commission thereafter orders 
a hearing upon request or upon the Com- 


fEDERM REGISTER, VOL 40, NO. 4—TUESDAY, JANUARY 7, 1973 






132 * 


NOTICES 


mission’s own motion. Persons who re¬ 
quest a hearing, or advice as to whether 
a hearing is ordered, will receive any 
notices and orders Issued in this matter, 
including the date of the hearing (If 
ordered) and any postponements there¬ 
of. 

For the Commission, by the Division 
of Investment Management Regulation, 
pursuant to delegated authority. 

Iseai.1 Geouce A. Fitzsimmons, 
Secretary . 

|FR Doc.75-388 Plied 1-5-75;8:45 am] 

INTERSTATE COMMERCE 
COMMISSION 

INotlca No 058| 

ASSIGNMENT OF HEARINGS 

January 2.1975. 

Cases assigned for hearing, postpone¬ 
ment. cancellation or oral argument ap¬ 
pear below and will be published only 
once. This list contains prospective as¬ 
signments only and docs not include 
cases previously assigned hearing dates. 
The hearings will be on the issues as 
presently reflected in the Official Docket 
of the Commission. An attempt will be 
made to publish notices of cancellation 
of hearings as promptly as possible, but 
Interested parties should take appro¬ 
priate steps to insure that they are noti¬ 
fied of cancellation or postponements of 
hearings In which they are Interested. 
No amendments will be entertained af¬ 
ter January 7,1975. 

MC 128714 Sub 3. Southwest Delivery Co, 
Inc, Extcualon-Seat tic-Portland, Con¬ 
tinued to March 11. 1975 (4 day*} at Seat¬ 
tle. Wash, In a hearing room to be later 
designated. 

MC 138841, Denver Trana-Corp, now aa- 
algned February 10. 1978, at Denver, Colo, 
will be held In Room 1430. Federal Office 
Building, 19th and Stout St. 

MC 52709 Sub 324, Rlngaby Truck Lines, Inc, 
MC 12411 8ub 244, Hilt Truck Line. Inc, 
now aligned February 5. 1975. at Denver. 
Colo., will be held In Room 595. Federal 
Courthouse. 1927 Stout St. % 

MC 74321 Sub 98. B P Walker. Inc., now as¬ 
signed February 10. 1975. at Denver, Colo, 
will be held In Roam 1430. Federal Office 
Building. 19th and Stout St. 

MC 114273 Sub 182. Cedar Rapid* Steel 
Transportation. 119774 Sub 77. Eagle 
Trucking Company, now aaelgned Janu¬ 
ary 29. 1975, at Denver. Colo. will be held 
In Room 1430, Federal Office Building. 19th 
and Stout St. 

MC 29120 Sub 177. All-American. Inc, now 
assigned January 20. 1975. at Denver. Cola, 
Is cancelled and application dUmUaed. 
MC 123407 Sub 174. Sawyer Transport. Inc, 
now assigned February 3, 1975. at Chicago, 
Ill, Is cancelled and application dismissed. 
MC 28739 Sub B2. Crouch Freight Systems, 
Inc., cancelled and application dismissed. 

Iseai.1 Robert L. Oswald, 

Secretary . 

|FR Doc.75-431 Filed 1-5-75,8:45 am) 


IRREGULAR ROUTE MOTOR COMMON 
CARRIERS OF PROPERTY 

Elimination of Gateway Letter Notices 

January 2, 1975. 

The following letter-notices of pro¬ 
posals to eliminate gateways for the pur¬ 
pose of reducing highway congestion, al¬ 
leviating air and noise pollution, mini¬ 
mising safety hazards, and conserving 
fuel have been filed with the Interstate 
Commerce Commission under the Com¬ 
mission's gateway elimination rules (49 
CFR 1065(A)), and notice thereof to all 
interested persons is hereby given as 
provided In soich rules. 

An original and two copies of protests 
against the proposed elimination of any 
gateway herein described may be filed 
with the Interstate Commerce Commis¬ 
sion on or before January 17,1975. A copy 
must also be served upon applicant or Its 
representative. Protests against the elim¬ 
ination of a gateway will not operate to 
stay commencement of the proposed 
operation. 

Successively filed letter-notices of the 
same carrier under these rules will be 
numbered consecutively for convenience 
in Identification. Protests, If any. must 
refer to such letter-notices by number. 

No. MC 31462 (Sub-No. E373), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC, P.O. Box 309, Lancaster. 
Tex. 75148. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
In North Carolina, on the one hand, and. 
on the other, points in that part of Texas 
on and west of a line beginning at the 
Oklahoma-Texas State line, thence along 
UB. Highway 67 to junction UB. High¬ 
way 377. thence along U.8. Highway 377 
to the Texas-Mexico State line. The pur¬ 
pose of this filing Is to eliminate the gate¬ 
way of (1) Cairo. Illinois, or any point 
within 25 miles thereof: (2) points in 
Okmulgee County. Okla.; (3) points in 
Georgia; and (4) points in Tennessee. 

No. MC 31462 (Sub-No. E378). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS, INC, P.O. Box 309. Lancaster, 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
In North Dakota, on the one hand. and. 
on the other, points In Ohio. The purpose 
of this filing Is to eliminate the gateways 
of (1) Fort Wayne, Ind, or any point 
within 40 miles thereof: (2) Burlington, 
Iowa, or any point within 50 miles there¬ 
of; and (3) any point which is both with¬ 
in 35 miles of Alden. Minn, and within 
that part of Minnesota or Iowa on and 
south of a Unc beginning at the Missis¬ 
sippi River, thence along U.S. Highway 


16 to junction UB. Highway 71, thence 
along U.S. Highway 71 to junction UJ3. 
Highway 20, thence along U.8, Highway 
20 to the Mississippi River. 

No MC 31462 (Sub-No. E379>. filed 
May 13, 1074. Applicant: PARAMOUNT 
MOVERS. INC . P O Box 309. Lancaster. 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above*. Authority 
sought to operate a s a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in North Dakota, on the one hand, and, 
on the other, the District of Columbia. 
The purpose of this filing is to eliminate 
the gateways of (1) Fort Wayne. Ind, or 
any point within 40 miles thereof; (27 
Burlington. Iowa, or any point within 50 
miles thereof; and (3) any point which 
Is both within 35 miles of Alden, Minn, 
and within that part of Minnesota or 
Iowa on and south of a line beginning at 
the Mississippi River, thence along U.8. 
Highway 16 to junction U.S. Highway 71, 
thence along U.S. Highway 71 to Junc¬ 
tion U.S. Highway 20, thence along U.8. 
Highway 20 to the Mississippi River. 

No. MC 31462 (Sub-No. E3S0), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC, P.O. Box 309, Lancaster, 
Tex. 75146. Applicant’s representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over Irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in North Dakota, on the one hand. and. 
on the other, points in Pennsylvania. 
The purpose of this filing is to eliminate 
the gateways of (D Fort Wayne, Ind., or 
any point within 40 miles thereof; (2) 
Burlington. Iowa, or any point within 50 
miles theNtof; and <3) any point which 
is both within 35 miles of Alden. Minn, 
and within that part of Minnesota or 
Iowa on and south of a line beginning at 
the Mississippi River, thence along U.S. 
Highway 16 to junction U.S. Highway 71. 
thence along UB. Highway 71 to junc¬ 
tion UB. Highway 20. thence along U.S. 
Highway 20 to the Mississippi River. 

No. MC 31462 (Sub-No. E381). filed 
May 13, 1974. Applicant: PARAMOUNT 
MOVERS. INC, P.O. Box 309, Lancaster. 
Tex. 7^146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
In Tennessee, on the one hand, and. on 
the other, points in North Dakota. The 
purpose of this filing is to eliminate the 
gateways of (1) Cairo, m, or any point 
within 25 miles thereof; (2) points in 
Iowu, and (3) any point which is both 
within 35 miles of Alden. Minn, and 
within that part of Minnesota or Iowa 
on and south of a line beginning at the 
Mississippi River, thence along UB. 
Highway 16 to junction UB. Highway 
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71. thence along U.S. Highway 71 to 
Junction UB. Highway 20. thence along 
U.8. Highway 20 to the Mississippi River. 

No. MC 31462 (Sub-No. E382>. filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC., P O Box 309. Lancaster. 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Household poods, as de¬ 
fined by the Commission, between point* 
In Oklahoma, on and east of Interstate 
Highway 35. on the one hand. and. on the 
other, points in North Dakota on and 
north of U.S. Highway 2. The purpose 
of this filing is to eliminate the gateways 
of (1) Kansas City. Mo., or any point 
within 30 miles thereof; and (2) any 
point which is both within 35 miles of 
Alden. Minn . and in that part of Minne¬ 
sota or Iowa, on and south of a line be¬ 
ginning at the Mississippi River, thence 
along UB. Highway 16 to junction U.8. 
Highway 71. thence along U.S. Highway 
71 to junction UB. Highway 20. thence 
alo r U S. Highway 20 to the Mississippi 
River. 

No. MC 31462 <Sub-No. E383). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P O. Box 309. Lancaster. 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Household goods , as de¬ 
fined by the Commission, between points 
in North Dakota, on the one hand, and. 
on the other, points In Vermont. The 
purpose of this filing is to eliminate the 
gateways of fl> Hoosick Polls, N.Y.: (2) 
Port Wayne. Ind. or any point within 40 
miles thereof ; (3) Burlington, Iowa, or 
any point within 50 miles thereof; and 
(4) any point which is both within 35 
miles of Alden, Minn. and within that 
part of Minnesota or Iowa on and south 
of a line beginning at the Mississippi 
River, thence along UJB. Highway 16 to 
Junction UB Highway 71, thence along 
UB. Highway 71 to Junction UB. High¬ 
way 20. thence along UJ3. Highway* 20 
to the Mississippi River. 

No. MC 31462 (Sub-No. E384), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC. P.O Box 309. Lancas¬ 
ter, Tex. 75146. Applicant's representa¬ 
tive: R. L. Rork (same as above). Au¬ 
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Household goods . 
as defined by the Commission, between 
points in North Dakota, on the one hand, 
and, on the other, points in South 
Carolina. The purpose of this filing is to 
eliminate the gateways of <1> Port 
Wayne. Ind., or any point within 40 miles 
thereof; (2) Burlington. Iowa, or any 
point within 50 miles thereof; and (3) 
any point which Is both within 35 miles 
of Alden. Minn., and within that part 
of Minnesota or Iowa on and south of a 
line beginning at the Mississippi River, 
thence along U.8. Highway 16 to Junction 
U.S. Highway 71. thence along U.S. High¬ 
way 71 to Junction U.S. Highway 20. 
thence along U.S. Highway 20 to the 
Mississippi River. 


No. MC 31462 (Sub-No. E385). filed 
May 13. 1974 Applicant: PARAMOUNT 
MOVERS. INC.. P.O. Box 309. Lancaster, 
Tex. 75148. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Household goods. as de¬ 
fined by the Commission, between 
points in Oklahoma, on the one hand, 
and. on the olher, points in Ohio. The 
purpose of this filing is to eliminate the 
gateway of points in that part of Mis¬ 
souri which are within 25 miles of Cairo, 
Ill. 

No. MC 31462 (Sub-No. E386). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P.O. Box 309, Lancaster. 
Texas 75148. Applicant s representative: 
R. L, Rork (same as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: Household goods , as de¬ 
fined by the Commission, between points 
In Ohio, on the one hand, and, on the 
other, points in that part of Texas on 
and west of a line beginning at the 
Texas-Oklahoma State line, thence along 
Texas Highway 37 to junction U.S. High¬ 
way 69, thence along UB Highway 69 to 
Junction U.8. Highway 59. thence along 
U.S. Highway 59 to Junction U.S. High¬ 
way 75. thence along U.S. Highway 75 
to Galveston. The purpose of this filing 
is to eliminate the gateway of (1) points 
in Okmulgee County, Okla., and (2) 
points in that part of Missouri that are 
within 25 miles of Cairo, Ill. 

No.’ MC 31462 (Sub-No E387>. filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC . P.O. Box 309. Lancaster. 
Tex. 75146. Applicant’s representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in South Dakota, on the one hand, and, 
on the other, points In Ohio. The pur¬ 
pose of this filing is to eliminate the 
gateways of (1) Burlington. Iowa, or any 
point within 50 miles thereof; (2) Port 
Wayne, Ind.. or any point within 40 miles 
thereof; and (3) any point which is both 
within 35 miles of Alden. Minn., and 
within that part of Minnesota or Iowa 
on and south of a line beginning at the 
Mississippi River, thence along U.S. 
Highway 16 to Junction U.S. Highway 71, 
thence (dong U.S. Highway 71 to Junc¬ 
tion U.S. Highway 20. thence along U.8. 
Highway 20 to the Mississippi River. 

No. MC 31462 (Sub-No. E388). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P.O. Box 309, Lancaster, 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate os a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
In Oklahoma, on the one haod, and, on 
the other, the District of O lumbia. The 
purpose of this filing is to eliminate the 
gateways of (1) Kansas City. Mo., or any 
point within 30 miles thereof, and (2) 
Fort Wayne. Ind., or any point within 
40 miles thereof. 


No. MC 31462 (Sub-No. E3S9>. filed 
May 13, 1974. Applicant: PARAMOUNT 
MOVERS. INC., P.O. Box 309. Lancaster, 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over Irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in Oklahoma, on the one hand. and. on 
the other, points in Pennsylvania. The 
purpose of this filing is to eliminate the 
gateways of Cl) Kansas City, Mo., or any 
point within 30 miles thereof, and (2) 
Fort Wayne, Ind., or any point within 40 
miles thereof. 

No. MC 31462 (Sub-No. E390). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P.O. Box 300. Lancaster. 
Tex. 75146. Applicant's representative: 
R, L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in Oklahoma, on the one hand, and, on 
the other, points in Wisconsin. The pur¬ 
pose of this filing is to eliminate the gate¬ 
ways of points in that part of Missouri 
which are within 50 miles of Burlington. 
Iowa. 

No. MC 31462 (Sub-No. E392). filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P.O. Box 309. Lancaster. 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods , as de¬ 
fined by the Commission, between points 
in Oklahoma, on the one hand. and. on 
the other, points in South Carolina. The 
purpose of this filing is to eliminate the 
gateways of (1) points in Georgia: <2) 
points in Tennessee; and <3> points In 
that part of Missouri within 25 miles of 
Cairo, Ill. 

No. MC 31462 (Sub-No. E393), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS INC., P.O. Box 309. Lancaster. 
Tex 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over Irregular routes, 
transporting: Household goods . as de¬ 
fined by the Commission, between points 
In that part of Oklahoma on. west. and 
north of a line beginning at the Ar¬ 
kansas-Oklahoma State line, thence 
along U.S. Highway 270 to Junction 
Oklahoma Highway 1. thence along 
Oklahoma Highway 1 to Junction Okla¬ 
homa Highway 7. thence along Oklahoma 
Highway 7 to Junction U.S. Highway 77, 
thence along UB. Highway 77 to the 
Tcxas-Oklahoma State line, on the one 
hand, and. on the other, points in that 
part of Tennessee, on and cast of a Une 
beginning at the Mississippi River, 
thence along Tennessee Highway 79 to 
junction Tennessee Highway 78. thenco 
along Tennessee Highway 78 to junction 
UB. Highway 51. thence along UB. 
Highway 51. to junction Tennessee High¬ 
way 20, thence along Tennessee Highway 
20 to Jackson, Tenn., thence along UB. 
Highway 45 to the Tennessee-Missixsippi 
State line. The purpose of this filing is 
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to eliminate the gateways of points In 
that part of Missouri that are within 25 
miles of Cairo. Ill. 

No. MC 31462 (Sub-No. E396), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS. INC.. P O. Box 309. Lancaster. 
Tex. 75146. Applicant’s representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined by the Commission, between points 
in Oklahoma, on the one hand. and. 
on the other, points in Vermont. The 
purpose of this filing is to eliminate the 
gateways of (1) Hoosick Falls. N.Y.. (2) 
Fort Wayne, Ind., or any point within 
40 miles thereof: and <3> Kansas City, 
Mo., or any point within 30 miles there¬ 
of. 

No. MC 31462 (Sub-No. E397), filed 
May 13. 1974. Applicant: PARAMOUNT 
MOVERS, INC.. P.O. Box 309. Lancaster, 
Tex. 75146. Applicant's representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Household goods . as de¬ 
fined by the Commission, between points 
in South Dakota, on the one hand. and. 
on the other, points In Pennsylvania. 
The purpose of this filing is to eliminate 
the gateways of (H Fort Wayne. Ind.. or 
any point within 40 miles thereof: (2> 
Burlington, Iowa, or any point within 
50 miles thereof; and <3) any point 
which Is both within 35 miles of Alden, 
Minn., and within that part of Min¬ 
nesota or Iowa on and south of a line 
beginning at the Mississippi River, 
thence along U.S. Highway 16 to Junc¬ 
tion UB. Highway 71. thence along UB. 
Highway 71 to Junction UB. Highway 
20. thence along UB. Highway 20 to the 
Mississippi River. 

No. MC 31462 <8ub-No. E398). filed 
Ma y 13, 1974. Applicant: PARAMOUNT 
MOVERS. INC.', P.O. Box 309, Lancaster, 
Tex. 75146. Applicant’s representative: 
R. L. Rork (same as above). Authority 
sought to operate as a common carrier ; 
by motor vehicle, over irregular routes, 
transporting: Household goods, as de¬ 
fined bv the Commission, between points 
in South Carolina, on the one hand. and. 
on the other, points in that part of Wis¬ 
consin on and west of a line beginning at 
the Michigan-Wisconsin State Unc, 
thence along Wisconsin Highway 77 to 
Junction Wisconsin Highway 13. thence 
along Wisconsin Highway 13 to junction 
Wisconsin Highway 80, thence along 
Wisconsin Highway 80 to junction UB. 
Highway 14, thence along U.S. Highway 
14 to Junction Wisconsin Highway 60. 
thence along Wisconsin Highway 60 to 
Junction U.S. Highway 61, thence along 
UB. Highway 61 to the Wlsconsin-Illi- 
nols State line. The purpose of this filing 
is to eliminate the gateways of (1) points 
in Georgia: <2> points in Tennessee: <3> 
points in that part of Missouri within 25 
miles of Cairo. Ill., and (4) Burlington, 
Iowa, or any points within 50 miles there¬ 
of. 

No. MC 49304 (Sub-No. El), filed 
May 31, 1974. Applicant: BOWMAN 


TRUCKING CO., INC., P.O. Box 6. 
Stephens City, Va. 22655. Applicant’s 
representative: Daniel B. Johnson. Mun- 
sey Bldg., Washington, D.C. 20004. Au¬ 
thority sought to 'operate as a common 
carrier , by motor vehicle, over irregular 
routes, transporting: (I) Agricultural 
lime, (1) from points in Clarke. Fred¬ 
erick. and Warren Counties, Va.. to 
points in North Carolina. West Virginia, 
Ohio. Pennsylvania, Maryland, Delaware, 
New Jersey, and Ohio, (2) from points in 
Loudoun County. Va., to points in North 
Carolina, West Virginia, Ohio, New Jer¬ 
sey, those points in Maryland on and 
west of Garrett and Allegany Counties, 
and those points in Pennsylvania in and 
west of Erie, Crawford, Vonango, Butler, 
Allegheny, and Fayette Counties (Stone¬ 
wall Magisterial District, Frederick 
County, Va.)*; (II) Agricultural lime 
and limestone, from Washington, D.C. 
(except points in the Washington. D.C., 
commercial zone which are not in the 
Alexandria, Va.. commercial zone), to 
points in North Carolina, We$t Virginia, 
Ohio, those points in Pennsylvania in 
and west of Erie, Crawford, Venango, 
Butler. Allegheny, and Fayette Counties, 
and those points in Maryland In and west 
of Garrett and Allegany Counties (Mid¬ 
dletown, Va.)*; and (HI) Fertilizer , 
from Baltimore. Md.. to points In Grant, 
Berkeley, Hampshire. Hardy. Jefferson, 
Mineral, and Morgan Counties, W. Va. 
(Winchester. Va.) *. The purpose of this 
filing is to eliminate the gateways indi¬ 
cated by asterisks above. 

No. MC 95540 (Sub-No. E838). filed 
December 12. 1974, Applicant: WAT¬ 
KINS MOTOR LINES, INC., P.O. Box 
1636. Atlanta. Ga. 30301. Applicant’s rep¬ 
resentative: Jerome F Marks (same as 
above). Authority sought to operate as a 
common carrier, by motor vehicle, over 
Irregular routes, transporting: Fresh 
meat, from Tifton, Ga., to points in Con¬ 
necticut, Delware. Maryland, Massa¬ 
chusetts, New Jersey. Pennsylvania, 
Rhode Island. New York, and the Dis¬ 
trict of Columbia. The purpose of this 
filing Is to eliminate the gateway of 
Smithfleld. Va. 

No. MC 95540 ( 8ub-No. E839), filed 
December 12. 1974. Applicant: WAT¬ 
KINS MOTOR LINES, INC. P.O. Box 
1636. Atlanta, Ga. 30301. Applicant’s rep¬ 
resentative: Jerome F. Marks (same as 
above). Authority sought to operate as a 
common carrier, by motor vehicle, over 
Irregular routes, transporting: Frozen 
edible meats, from Carrollton, Ga., to 
points in Washington. Oregon, Califor¬ 
nia, Idaho. Nevada, Arizona, Utah. Mon¬ 
tana, Wyoming. Colorado, New Mexico, 
North Dakota, South Dakota, and Min¬ 
nesota. The purpose of this filing is to 
eliminate the gateway of Dyersburg, 
Tcnn. 

No. MC 95540 (Sub-No. E841>, filed 
December 15. 1974. Applicant: WAT¬ 
KINS MOJOR LINES. INC., P.O. Box 
1636. Atlanta, Ga. 30301. Applicant’s rep¬ 
resentative: Jerome F. Marks (same as 
above). Authority sought tq operate as a 
common carrier, by motor vehicle, over 
Irregualr routes, transporting: Frozen 


edible meats , from Alma, Ga.. to points 
in Arkansas. Indiana, Iowa, Kansas. 
Michigan, Missouri. Oklahoma, and those 
points in Kentucky on and west of a line 
beginning at the Kentucky-Indiana 
State line and extending along Kentucky 
Highway 3IE to its Junction with UB. 
Highway 65. thence along UB. Highway 
65 to its Junction with Kentucky High¬ 
way 61. thence along Kentucky Highway 
61 to its Junction with Kentucky High¬ 
way 31E, thence along Kentucky High¬ 
way 31E to the Kentucky-Tcnncssee 
State line. The purpose of this filing is 
to eliminate the gateway of Florence. 
Ala. 

No. MC 107515 (Sub-No. E441) (Cor¬ 
rection), filed May 29, 1974, published in 
the Federal Register December 23.1974. 
Applicant: REFRIGERATED TRANS¬ 
PORT CO.. INC., P.O. Box 308, Forest 
Park, Ga. 33050. Applicant’s representa¬ 
tive: R. M. Tettlcbauxn. Suite 375. 3379 
Peachtree Rd. NE.. Atlanta, Ga. 30326. 
Authority sought to operate as a common 
carrier . by motor vehicle, over irregular 
routes, transporting: Unfrozen meats 
and meat products (except commodities 
in bulk, in tank vehicles), from the plant 
site of Farmland Foods, Inc., near Oar- 
den City, Kans., to the District of Colum¬ 
bia, and to points In Delaware, Rhode 
Island. Connecticut. New Hampshire, 
Maine, that part of Virginia on and east 
of a line beginning at the District of 
Columbia-Virglnia Boundary line, thence 
along UB. Highway 29 to Danville, 
thence along UB. Highway 58 to South 
Boston, thence along UB. Highway 360 
to Junction UB. Highway 15. thence 
along UB. Highway 15 to junction Vir¬ 
ginia Highway 45. thence along Virginia 
Highway 45 to junction UB. Highway 
460. thence olcng UB. Highway 460 to 
Junction UB. Highway 15. thence along 
U.8. Highway 15 to Culpeper, thence 
along U S. Highway 29/211 to the Vir¬ 
ginia-District of Columbia Boundary 
line, that part of Maryland on and east 
of Interstate Highway 94, that part of 
Pennsylvania on and east of UB. High¬ 
way 1, that part of New Jersey on and 
east of a line beginning at the Delaware 
River, thence along UB. Highway 1 to 
Junction New Jersey Highway 18, thence 
along New Jersey Highway 18 to junction 
Interstate Highway 287, thence along In¬ 
terstate Highway 287 to junction Inter¬ 
state Highway 80. thence alofig Inter¬ 
state Highway 80 to junction New Jersey 
Highway 511, thence along New Jersey 
Highway 511 to the New Jersey-New 
York State line, that part of New York 
on and east of a line beginning at the 
New Jersey-New York State line, thence 
along Interstate Highway 87 to junction 
Interstate Highway 90. thence along In¬ 
terstate Highway 90 to the New York- 
Massachusetts State line, and that part 
of Massachusetts on and east of UB. 
Highway 70 and on and north of Inter¬ 
state Highway 90. restricted to traffic 
originating at the main plant site. The 
purpose of this filing is to eliminate the 
gateway of Gatesville. N.C. The purpose 
of this‘correction is to correct the ”E” 
number, previously published as E44. 
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No. MC 108207 (Sub-No. E45) (Cor¬ 
rection), filed May 31. 1974, published In 
the Federal Register, December 5. 1974. 
Applicant: FROZEN FOOD EXPRESS, 
INC . P.O Box 5088, Dallas. Tex. 75222. 
Applicant's representative: Mike Smith 
(same as above). Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle. over irregular routes, transporting: 
(1) Grave juice (frozen and unfrozen), 
jams, jellies, and preserves, frbm the 
facilities of Welch Grape Juice Com¬ 
pany. Inc., at Lawton, Mich., to points In 
Arizona. New Mexico, and California; 
and (2) foodstuffs, from the facilities of 
Welch Grape Juice Company, Inc., at 
Springdale. Ark., to point# in Arizona, 
New Mexico, and California. The purpose 
of this filing Is to eliminate the gate¬ 
ways of points in Texas. The purpose of 
this correction Is to clarify the territorial 
destination points. 

No. MC 112148 (Sub-No. E2), filed 
May 15. 1974. Applicant: WORSTER- 
IOWA, INC., Gay Road, North East, Pa. 
16428. Applicant's representative: Joseph 
T. Mackrell, 23 West Tenth St.. Erie. Pa. 
16501. Authority sought to operate as a 
common carrier, by motor vehicle, over 
Irregular routes, transporting: (1) Can¬ 
ned goods and frozen foods, from Brocton 
and Westfield, N.Y., and Erie and North 
East, Pa., to points in Iowa. Minnesota, 
Nebraska. North Dakota, and South Da¬ 
kota, and Ashland. Eau Claire, LaCrosse. 
and Superior, Wls.; and (2) Canned 
poods (except commodities in bulk. In 
tank vehicles), from the plant sites of 
DufTy-Mott Co.. Inc., at Hamlin, Holley, 
and Williamson, N Y., to points in Iowa, 
Minnesota. North Dakota and South Da¬ 
kota. The purpose of this filing is to elim¬ 
inate the gateways of Benton Harbor, 
Decatur, and Lawton, Mich. 

No. MC 113459 (Sub-No. Ell) (Cor¬ 
rection), filed May 6. 1974. published in 
the Federal Regi ster Ju ly 18. 1974. Ap¬ 
plicant: H. J. JEFFRIES, P.O. Box 
94850. Oklahoma City, Oklahoma 73109. 
Applicant's representative: Robert A. 
Fisher (same ns above). Authority 
sought to operate as a common carrier . 
by motor vehicle, over irregular routes, 
transporting: (A) Commodities, the 
transportation of which, by reason of 
size or weight, require the use of special 
equipment, (B) self propelled articles, 
each weighing 15,000 pounds, or more, 
and related machinrey, tools, parts and 
supplies when moving in. connection 
therewith, restricted to commodities 
which are transported on trailers: be¬ 
tween points in that part of Michigan on 
and south of Michigan Highway 55,.on 
the one hand, and, on the other, points 
in that part of Illinois on and west of a 
line beginning at the Illinois-Wisconsin 
State line, thence along UB. Highway 90 
to junction Illinois Highway 23, thence 
along Illinois Highway 23 to junction Il¬ 
linois Highway 18, thence along Illinois 
Highway 18 to junction U.8. Highway 51, 
thence along U.8. Highway 51 to Junc¬ 
tion Illinois Highway 16 thence along Il¬ 
linois Highway 161 to junction Illinois 
Highway 127, thence along Illinois High¬ 
way 127 to Junction Illinois Highway 146, 


thence along Illinois Highway 146 to 
Junction Illinois Highway 3, thence along 
Illinois Highway 3 to Gale. Restriction: 
The operations authorized herein arc re¬ 
stricted against the transportation of 
agricultural machinery and agricul¬ 
tural trailers. The purpose of this filing 
is to eliminate the gateway of Sterling, 
Illinois. The purpose of this correction 
Is to add additional commodities to 
description. 

No. MC 113459 <8ub-No. E16) (Cor¬ 
rection). filed May 6, 1974, published In 
the Federal Register July 18. 1974. Ap¬ 
plicant: H. J. JEFFRIES TRUCK LINE. 
INC, P.O. Box 94850, Oklahoma City, 
Okla. 73109. Applicant's representative: 
Robert A. Fisher (same as above). Au¬ 
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes. transporting: Commodities, 
w r hich, because of size or weight, require 
the use of special equipment, and self- 
propelled articles, each weighing 15.000 
pounds or more, and related machinery , 
tools . parts and supplies when moving in 
connection therewith, restricted to com¬ 
modities which are transported on 
trailers: (1) between points in that part 
of Illinois on and north of a line be¬ 
ginning at the minois-Iowa State line, 
thence along U.S. Highway 20 to junc¬ 
tion UB. Highway 90. thence along UB. 
Highway 90 to the Illtnois-Wisconsin 
State line, on the one hand. and. on the 
other, points in that part of Minnesota 
on and west of U.S. Highway 63; (2) be¬ 
tween points in that part of Illinois on 
and west of a line beginning at the Il¬ 
linois-low a State line, thence along UB. 
Highway 67 to junction U.8. Highway 24, 
thence along UB. Highway 24 to Junc¬ 
tion UlinoisdHighway 107, thence along 
Illinois Highway 107 to Junction U.S. 
Highway 36, thence along UB. Highway 
36 to Junction UB. Highway 54. thence 
along U.S. Highway 54 to the Hllnois- 
Missouri State line, on the one hand, 
and. on the other, points in that part of 
Minnesota north of UB. Highway 12 (ex¬ 
cept Mlnneapolis-St. Paul); and (3) be¬ 
tween points in that part of Illinois on 
and cast of a line beginning at the 
nilnols-MLssouri State line, thenfte along 
UB. Highway 54 to Junction UB. High¬ 
way 36, thence along UB Highway 36 to 
junction Illinois High wav 107. thence 
along Illinois Highway 107 to junction 
U.S. Highway 24. thence along UB. High¬ 
way 24 to junction UB. Highway 67, 
tlienco along U.S. Highway 67 to the 
lUlnois-Iowa State line, and south of a 
line beginning at the Illinois-Iowa State 
line, thence along U.S. Highway 20 to 
Junction U.S. Highway 90, thence along 
UB. Highway 90 to the UUnois-Wisconsin 
State line, on the one hand, and. on the 
other, points in Minnesota. Restriction: 
The operations authorized herein are re¬ 
stricted against the transportation of 
agricultural machinery and agricultural 
tractors. The purpose of this filing is to 
eliminate the gateway of Sterling, HI. 
The purpose of this correction is to add 
the commodities descriptions. 

No. MC 113459 (Sub-No. E29) (Cor¬ 
rection), filed May 0. 1974, published in 


the Federal Register July 19. 1974. Ap¬ 
plicant: H J JEFFRIES TRUCK LINE, 
INC., P.O. Box 94850, Oklahoma City. 
Oklahoma 73109. Applicant's represen¬ 
tative: Robert A. Fisher (same as 
above). Authority sought to operate as 
a common carrier, by motor vehicle, over 
irregular routes, transporting: (l) Ma¬ 
chinery. equipment, materials, and sup¬ 
plies, used In or in* connection with, the 
discovery, development, production, re¬ 
fining. manufacture, processing, storage, 
transmission, and distribution of nat¬ 
ural gas and petroleum and their prod¬ 
ucts and by-products (except the string¬ 
ing and picking up of pipe in connection 
with main or trunk pipelines). (2) Ma¬ 
chinery, equipment, materials, and sup¬ 
plies used in, or in connection with, the 
construction, operation, repair, servic¬ 
ing. maintenance and dismantling of 
pipelines, other than pipelines used for 
the transmission of natural gas, petro¬ 
leum, their products and by-products 
water or sewerage, restricted to the 
transportation of shipments moving to 
or from pipeline rights-of-way; (3) 
Earth Drilling machinery and equip¬ 
ment, and machinery, equipment, mate¬ 
rials, supplies and pipe incidental to, 
used in or In connection with. (1) the 
transportation. Installation, removal, 
operation, repair, servicing, mainte¬ 
nance and dismantling of drilling ma¬ 
chinery and equipment, (2) the com¬ 
pletion of holes or wells drilled (3) the 
production, storage, and transmission 
of commodities resulting from drilling 
operations at w'ell or hole sites, and (4) 
the injection or removal of commodities 
into or from holes or wells, from points 
In Utah to points in Ohio. The purpose 
of this filing is to eliminate the gateway 
of Tulsa. Okla. The purpose of this cor¬ 
rection is to add additional commodity 
descriptions. 

No. MC 113459 (Sub-No. E81), filed 
August 12, 1974. Applicant: H. J. JEF¬ 
FRIES TRUCK LINE. INC., P.O. BOX 
94850, Oklahoma Ctty. Oklahoma 73109. 
Applicant's representative: Robert A. 
Fisher (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Commodities, the 
transportation of which by reason of size 
or weight, require the use of special 
equipment or handling (except Machin¬ 
ery, equipment, materials and supplies 
(a) used in or in connection with, the 
discovery development, production, re¬ 
fining. manufacture, processing, storage, 
transmission and distribution of natural 
gas and petroleum and their products 
and by-products, or <b) used in, or in 
connection with, the construction, op¬ 
eration. repair, servicing, maintenance 
and dismantling of pipe lines, including 
the stringing and picking up thereof); 
(2) parts of commodities authorized in 
(1) above, either when Incidental to the 
transportation of such commodities, or 
when transported as separate and unre¬ 
stricted shipments: and (3) setfpro- 
pellcd articles, each weighing 15,000 
pounds or more, and related machinery, 
tools, parts and supplies, moving in con¬ 
nection therewith, restricted to com- 
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modules which are transported on trail¬ 
ers; between points in Louisiana on the 
cnc hand. and. on the other, points in 
New Mexico. The purpose of this filing 
is to eliminate the gateway of points in 
Oklahoma. 

No. MC 113459 (Sub-No. E82), filed 
July 11. 1974. Applicant: H. J, JEF¬ 
FRIES TRUCK LINE. INC.. P.O. Box 
94850. Oklahoma City. Okla. 73109. Ap¬ 
plicant's representative: Robert A, 
Fisher <same as above). Authority sought 
to operate as a common carrier . by motor 
vehicle, over irregular routes, transport¬ 
ing: (1) Commodities, the transporta¬ 
tion of which, by reason of size or weight, 
require the use of special equipment, and 
(2) Self-propelled articles, each weigh¬ 
ing 15.000 pounds or more, and related 
machinery, tools, parts, and supplies 
when moving in connection therewith, 
restricted to commodities which arc 
transported on trailers; (a) between 
points in that part of Illinois on and cast, 
of a line beginning at the Illinois-Wis¬ 
consin State line and extending along 
Illinois Highway 78 to its junction with 
UB. Highway 52. thence along UB. High¬ 
way 52 to its Junction with Illinois High¬ 
way 84. thence along Illinois Highway 
84 to its Junction with UB. Highway 30. 
thence along UB. Highway 30 to its 
Junction with Illinois Highway 78. 

thence along Illinois Highway 78 to its 
Junction with Interstate Highway 74, 
thence along Interstate Highway 74 to 
its Junction with Illinois Highway 29. 
thence along Illinois Highway 29 to 11s 
Junction with IlUnoir Highway 16. 

thence along Illinois Highway 16 to its 
Junction with Illinois Highway 128, 
thence along Illinois Highway 128 to its 
Junction with Illinois Highway 33. 

thence along Illinois Highway 33 to its 
Junction with U.S. Highway 45. thence 
along UJS. Highway 45 to its Junction 
with UB. Highway 50, thence along UB. 
Highway 50 to the Illinois-Indiana State 
line, on the one hand. and. on the other, 
points in that part of Nebraska on and 
north of a line beginning at the Ne- 
braska-Colorado State line and extend¬ 
ing along Interstate Highway 80 to its 
Junction with Nebraska Highway 61, 
thence along Nebraska Highway 61 to its 
Junction with U.S. Highway 6. thence 
along U 8. Highway 6 to its junction with 
US. Highway 283. thence along UB. 
Highway 283 to its Junction with Ne¬ 
braska Highway 21. thence along Ne¬ 
braska Highway 21 to its Junction with 
Nebraska Highway 2. thence along Ne¬ 
braska Highway 2 to its junction with 
UB. Highway 30, thence along UB. 
Highway 30 to the Nebraska-Iowa State 
line. 

lb) Between points In that part of 
Illinois on and west of a line beginning at 
the Ulinots-Mlssouri State line and ex¬ 
tending along Illinois Highway 140 to its 
Junction with Illinois Highway 159, 
thence along Illinois Highway 159 to its 
Junction with Illinois Highway 158, 
thence along Illinois Highway 158 to its 
junction with Illinois Highway 3. 
thence along Illinois Highway 3 to its 
Junction with UB. Highway 50 Bypass. 


thence along UB. Highway 50 Bypass to 
the Ulinois-Missouri State line, on the 
one hand, and. on the other, points in 
that part of Nebraska on and north of a 
line beginning at the Nebraska-Wyo- 
ming State line and extending along UB. 
Highway 26 to its junction with UB. 
Highway 385. thence along UB. High¬ 
way 385 to its junction with Nebraska 
Highway 2, thence along Nebraska High¬ 
way 2 to its junction with Nebraska 
Highway 91. thence along Nebraska 
Highway 91 to its Junction with Ne¬ 
braska Highway 70. thence along Ne¬ 
braska Highway 70 to its junction with 
UB. Highway 275, thence along UB. 
Highway 275 to its junction with Ne¬ 
braska Highway 35. thence along Ne¬ 
braska Highway 35 to its Junction 
with UB. Highway 77. thence along 
UB. Highway 77 to the Nebraska-Iowa 
State line; and <c) between points in 
that part of Illinois on and east of a line 
beginning at the Illinois-Wisconsin State 
line and extending along Illinois Highway 
26 to its Junction with UB. Highway 52. 
thence along U S. Highway 52 to its Junc¬ 
tion with UB. Highway 51. thence along 
UB. Highway 51 to its junction with in¬ 
terstate Highway 74, thence along Inter¬ 
state Highway 74 to its Junction with 
Illinois Highway 49, thence along Illi¬ 
nois Highway 49 to its Junction with 
Illinois Highway 33, thence along Illi¬ 
nois Highway 33 to its junction with 
Illinois Highway 1, thence along Illinois 
Highway 1 to its junction with Illinois 
Highway 15. thence along Illinois High¬ 
way 15 to the Illinois-Indiana State line, 
on the one hand, and, on the other, 
points in Nebraska on and east of a line 
beginning at the Nebraska-Iowa State 
line and extending along UB. Highway 
30 to its Junction with U.8. Highway 77. 
thence along U.S. Highway 77 to the 
Nebraska-Kansas State line. Restric¬ 
tion: The operations authorized above 
are restricted against the transportation 
of agricultural machinery and agricul¬ 
tural tractors. The purpose of this filing 
is to eliminate the gateway of Sterling. 
III. 

No. MC 113459 <8ub-No. E83). filed 
July 11,1974. Applicant: H. J. JEFFRIES 
TRUCK LINE. INC.. P.O. Box 94850. 
Oklahoma City. Oklahoma 73109. Appli¬ 
cant’s representative: Robert A. Fisher 
(same as above). Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle. over irregular routes, transporting: 

(1) Commodities, the transportation of 
which, by reason of size or weight, re¬ 
quire the use of special equipment; and 

(2) Self propelled articles, each weighing 
15.000 pounds or more, nnd related ma¬ 
chinery, tools, parts and supplies, when 
moving in connection therewith, re¬ 
stricted to commodities which are trans¬ 
ported on trailers; between points In that 
part of Illinois on and east of a line be¬ 
ginning at the minois-Iowa State line 
and extending along UB. Highway 67 to 
its junction with UB. Highway 36, thence 
along UB. Highway 36 to the Dlinols- 
Missourl State line, on the one hand, 
and. on the other, points in that part of 
Iowa on and north of a line beginning 


at the Iowa-Ncbraska State line and ex¬ 
tending along U S. Highway 34 to its 
junction with UB. Highway 218, thence 
along UB. Highway 218 to Its junction 
with Iowa Highway 22. thence along Iow^a 
Highway 22 to the Iowa-IUlnois State 
line. Restriction: The operations author¬ 
ized above ore restricted against the 
transportation of agricultural machinery 
and agricultural tractors. The purpose of 
this filing is to eliminate the gateway of 
Sterling, Illinois. 

No. MC 113459 (Sub-No. 87), fi led 
8cpt. 9. 1974 Applicant: H. J. JEFFRIES 
TRUCK LINE, INC.. P.O. Box 94850, 
Oklahoma City. Oklahoma 73109. Appli¬ 
cant's representative: Robert A. Fisher 
(same as above). Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle. over irregular routes, transporting: 

(1) Commodities, the transportation of 
which, by reason of size or weight, re¬ 
quire the use of special equipment; and 

(2) Self profiled articles, each weighing 
15.000 pounds or more, nnd related ma¬ 
chinery, tools, parts and supplies, when 
moving In connection therewith, re¬ 
stricted to commodities which are trans¬ 
ported on trailers; between points in Wis¬ 
consin on the one hand, and, on the other, 
points in Arkansas. Louisiana, Texas. 
Oklahoma. New Mexico and Alaska. 
Restriction: The operations authorized 
above are restricted against the trans¬ 
portation of agricultural machinery and 
agricultural tractors. The purpose of this 
filing. is to eliminate the gateway of 
points in Illinois. 

No. MC 113459 (Sub-No. E88>. filed 
July 10. 1974. Applicant: H. J. JEF¬ 
FRIES TRUCK LINE. INC., P.O. Box 
94850. Oklahoma City, Oklahoma 73109. 
Applicant’s representative: Robert A. 
Fisher (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Commodities, the 
transportation of which, by reason of 
size or weight, require the use of special 
equipment (except the transportation 
of agricultural machinery and agricul¬ 
tural tractors), and (2) Self-propelled 
articles, each weighing 15.000 pounds or 
more, and related machinery, tools, 
parts, and supplies when moving in con¬ 
nection therewith, restricted to com¬ 
modities which are transported on 
trailers; between points In that part of 
Oklahoma on and west of a line begin¬ 
ning at the Tcxas-Oklahoma State line 
and extending along UB. Highway 77 
to its Junction with US. Highway 70, 
thence along UB. Highway 70 to its 
junction with UB. Highway 177, thence 
along UB. Highway 177 to the Okla- 
homa-Kans&s State line, on the one 
hand. and. on the other, points in that 
part of Ohio on and north of a line be¬ 
ginning at the Oklahoma-Indiana State 
line and extending along U.8. Highway 
30 to its Junction with U S. Highway 250. 
thence along U.S. Highway 250 to the 
Ohio-West Virginia State line. The pur¬ 
pose of this filing is to eliminate the 
gateway of points in Illinois. 

No. MC 113855 (Sub-No. El), filed 
June 13. 1974. Applicant: INTERNA- 
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TIONAL TRANSPORT. INC., 2450 Mar- 
Ion Rd. S.E., Rochester, Minn. 55901. Ap- 
iicant's representative: Herbert J. Hilken 
(same as above). Authority sought to 
operate as a common carrier. by motor 
vehicle, over irregular routes, transport¬ 
ing: Agricultural machinery, attach¬ 
ments for agricultural machinery and 
parts used in the manufacture, repair, 
and assembly of agricultural machinery, 
from the plants, warehouse sites and 
storage facilities of Sperry Rand Corp., 
New Holland Division, located at Belle¬ 
ville, Mountville, and New Holland. Pa., 
to points in Alaska. The purpose of this 
filing is to eliminate the gateway of 
Owinner, N. Dak. 

No. MC 113855 (Sub-No. E2>. filed 
June 13. 1974. Applicant: INTERNA¬ 
TIONAL TRANSPORT. INC., 2450 Mar¬ 
lon Rd. S.E., Rochester. Minn. 55901. 
Applicant's representative: Herbert J. 
Hilken (same as above). Authority 
sought to operate as a common carriery 
by motor vehicle, over irregular routed 
transporting: (1) Commodities (except 
boats) the transportation of which, be¬ 
cause of their size or weight, require 
the use of special equipment, and re¬ 
lated machinery parts and related con¬ 
tractors' materials and supplies when 
their transportation is incidental to the 
transportation by said carrier, of com¬ 
modities which by reason of size or 
weight require special equipment, and 
(2) Self propelled articles, each weigh¬ 
ing 150.000 pounds or more and related 
machinery , fools, parts and supplies 
moving in connection therewith (re¬ 
stricted to commodities transported on 
trailers), between points in Idaho, on 
the one hand, and, on the other, points 
in Michigan. The purpose of Ihis filing 
Is to eliminate the gateway of (1) points 
In Utah, (2) points in Montana and 
those points in South Dakota east of 
the Missouri River, and (3) points in 
Wyoming and those in South Dakota 
east of the Missouri River. 

No. MC 113855 (Sub-No. E3). filed June 
13. 1974. Applicant: INTERNATIONAL 
TRANSPORT. INC., 2450 Marlon Rd SE.. 
Rochester. Minn. 55901. Applicant’s rep¬ 
resentative: Herbert J. Hilken (same as 
above). Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes transporting: (1) Com¬ 
modities the transportation of which, 
because of their size or weight, require 
the use of special equipment, and related 
machinery, parts and related contractors' 
materials and supplies when their trans¬ 
portation la incidental to the transporta¬ 
tion by said carrier of commodities which 
by reason of size or weight require the 
use of special equipment, and (2) Self- 
propelled articles . each weighing 15.000 
pounds or more and related machinery, 
tools, parts and supplies moving in con¬ 
nection therewith, restricted in (2) above 
to commodities transported on trailers, 
between points In the Lower Peninsula of 
Michigan, on the one hand, and, on the 
other, points In Minnesota on and west 
of U.8. Highway 59. The purpose of this 
filing is to eliminate the gateway of points 
in South Dakota or points in Minnesota 
within 50 miles of 8ioux Falls. 


No. MC 113855 (8ub-No. E4>. filed June 
13. 1974. Applicant: INTERNATIONAL 
TRANSPORT. INC., 2450 Marion Rd. SE.. 
Rochester. Minn. 55901. Applicant's rep¬ 
resentative: Herbert J. Hilken (same as 
above). Authority sought to operate as a 
common carrier . by motor vehicle, over 
Irregular routes transporting: (1) Com¬ 
modities the transportation of which, 
because of their size or weight, require 
the use of special equipment (except iron 
and steel articles). and related machin¬ 
ery, parts and related contractors' ma¬ 
terials and supplies when their transpor¬ 
tation is incidental to the transportation 
by said carrier of commodities which by 
reason of size or weight require special 
equipment, and (2) Self-propelled arti¬ 
cles, each weighing 15,000 pounds or more 
and related machinery, tools, parts and 
supplies moving in connection therewith 
(restricted to commodities transported on 
trailers), between points In Wisconsin, 
on the one hand. and. on the other, points 
In West Virginia. The purpose of this 
filing is to eliminate the gateway of 
Elgin. DL 

No. MC 113855 (Sub-No. E5>. filed June 
13. 1974. Applicant: INTERNATIONAL 
TRANSPORT. INC., 2450 Marion Rd. 
S.E., Rochester, Minn. 55901. Applicant's 
representative: Herbert J. Hilken (same 
as above). Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes transporting: <1> 
Commodities the transportation of 
which, because of their size or weight, 
require the use of special equipment (ex¬ 
cept iron and steel articles), and related 
machinery . ports and related contrac¬ 
tors' materials and supplies when their 
transportation is Incidental to the trans¬ 
portation by said carrier of commod¬ 
ities which by reason of size or weight re¬ 
quire special equipment, and (2) self- 
propelled articles, each weighing 15,000 
pounds or more and related machinery, 
tools, parts and supplies moving in con¬ 
nection therewith (restricted to com¬ 
modities transported on trailers), be¬ 
tween points in Iowa on and north of a 
line beginning at the Iowa-Illinois State 
line and extending along U.S. Highway 6 
to junction unnumbered Highway (for¬ 
merly portion of U,8. Highway 6), thence 
along Unnumbered highway through Vic¬ 
tor and Brooklyn, to junction U.8. High¬ 
way 8, thence along U.S. Highway 6 to 
junction Iowa Highway 90 (formerly por¬ 
tion of US. Highway 6). thence along 
Iowa Highway 90 through Colfax, to Des 
Moines, and, on and cast of U.S. Highway 
65 from Des Moines, to the Iowa-Mlnnc- 
sota State line on the one hand, and. on 
the other, points In Rhode Island. Con¬ 
necticut. and Massachusetts. The purpose 
of this tiling is to eliminate the gate¬ 
ways of Elgin, Ill., and Scranton, Pa. 

No. MC 113855 (Sub-No. E6), filed 
June 13, 1974. Applicant: INTERNA¬ 
TIONAL TRANSPORT. INC., 2450 
Marlon Rd., S.E., Rochester, Minn. 55901. 
Applicant's representative: Herbert J. 
Hilken (same as above). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Plastic pipe (except oil 
field pipe as described in Mercer Exten¬ 


sion-Oil Field Commodities, 74 M.C.C. 
459), from Tacoma, Wash., to points in 
the United 8tates (except points in Cali¬ 
fornia. Oregon. Idaho, Utah. Nevada, 
Arizona, Washington, Montana, Wyo¬ 
ming, Colorado. North Dakota, Wiscon¬ 
sin, New Mexico. * South Dakota. Ne¬ 
braska. Alaska, and Hawaii). The pur¬ 
pose of this filing is to eliminate the gate¬ 
way of points In Spokane County, Wash. 

No. MC 113855 (8ub-No. E7), filed 
June 13, 1974. Applicant: INTERNA¬ 
TIONAL TRANSPORT. INC., 2450 
Marion Rd.. S.E., Rochester, Minn. 
55901. Applicant's representative: Her¬ 
bert J. Hilken (same as above). Authority 
sought to operate as a common carrier , 
by motor vehicle, over irregular routes, 
transporting: (1) Commodities (except 
boats >. the transportation of which, be¬ 
cause of their size or weight, require the 
use of special equipment, and related 
machinery parts and related contractors ’ 
materials and supplies when their trans¬ 
portation is incidental to the transporta¬ 
tion by said carrier of commodities which 
by reason of size or weight, require spe¬ 
cial equipment, and (2) Self-propelled 
articles . each weighing 15,000 pounds or 
more and related machinery, tools, parts , 
and supplies moving In connection there¬ 
with (restricted to commodities trans¬ 
ported on trailers), between points in 
Oregon, on the one hand, and. on the 
other, points in Indiana. The purpose of 
this filing is to eliminate the gateway of 
points in Utah. 

No. MC 113855 (Sub-No. E8). filed 
June 30. 1974. Applicant: INTERNA¬ 
TIONAL TRANSPORT. INC., 2450 
Marion Rd.. 8.E., Rochester, Minn. 
55901. Applicant's representative: Mi¬ 
chael E Miller, 502 First National Bank 
Bldg., Fargo, N. Dak. 58102. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Tractors (except 

truck-tractors). scrapers, motor graders, 
wagons, engines (except aircraft and 
missile engines), generators, engines and 
generators combined, welders, road roll¬ 
ers, and dump trucks , and part, attach¬ 
ments. and accessories for the above- 
described commodities which because of 
their size or weight, require the use of 
special handling or special equipment, 
and (2) Such commodities described in 
(1) above not requiring the use of spe¬ 
cial handling or special equipment which 
are self-propelled each weighing 15.000 
pounds or more, restricted in (2) above 
to commodities which are transported on 
trailers, (a) from Aurora. Joliet. Mom- 
vllle, Morton, and Peoria. Ill., and points 
within 15 miles of Peoria, to points in 
Colorado, and (b) from Decatur, Ill., to 
points In Colorado (except points In Las 
Animas, Baca, Otero. Bent. Prowers. 
Crowley. Kiowa. Lincoln. Kit Carson, 
Washington and Yuma Counties), re¬ 
stricted to the transportation in (a) and 
(b) above of shipments originating at 
the above-named origins. The purpose 
of this filing Is to eliminate the gateway 
of iwlnts in South Dakota. 

No. MC 113855 (Sub-No. E21). filed 
May 30. 1974. Applicant: INTERNA- 
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TIONAL TRANSPORT. INC., 2450 Mar¬ 
lon Rd. 8.E.. Rochester. Minn. 55901. 
Applicant's representative: Michael £. 
Miller. 502 First N&t'l Bonk Bid#.. Fargo. 
N. Dak. 58102. Authority sought to op¬ 
erate as a common carrier . by motor ve¬ 
hicle. over irregular routes, transporting: 
Plastic and aluminum pipe (except oil¬ 
field pipe as described In Mercer Exten¬ 
sion-Oil Field Commodities. 74 M.C.C. 
450>. the transportation of which be¬ 
cause of its size or weight requires the 
use of special equipment; (a) from points 
in Delaware to points In Arizona. New 
Mexico, and those in Oklahoma on and 
west of U.S. Highway 83 (points in east¬ 
ern Pennsylvania, points In South Da¬ 
kota. and points In Hall County. Nebr.) •; 
<b> from points in Maryland on and east 
of UB. Highway 15 to points in Arizona 
fsnmc as (all*; (c> from points in 
Maryland on, east, nnd south of Inter¬ 
state Highway 83 from the Pennsyl¬ 
vania-Marv land State line to its junction 
with UB. Highway 301. thence nlong US. 
Highway 301 to the Maryland-Virginia 
State line fsame as (a) 7*; (d) from 
points in West Virginia to points in Ari¬ 
zona and those In New Mexico on. north, 
and west of a line beginning at the New 
Mexico-Toxas State line, thence along 
U 8. Highway 60 to Junction U.S. High¬ 
way 85, thence along U S. Highway 85 to 
the United 8tates-Mexican International 
Boundary line (Elgin, HI. points in 
South Dakota and Hall County, 
Nebr.l*; (e> from points in California 
in and north of Santa Cruz. Santa Clara. 
Stanislaus. Calaveras, and Aloine Coun¬ 
ties to points In Louisiana and Arkansas 
(points In Hall Count*. Nebr)*; (f> 
from points in California on. west, and 
north of a line beginning on the Pacific 
Ocean on the southern boundary of 
Orange County, thence easterly along 
the southern border of Orange County 
and Riverside County to UB. Highway 
395. thence northerly nlong U.8. High¬ 
way 395 to the western boundary of San 
Bemadino County, thence northerly 
along the western nnd northern bound- 
mi 0 s of 8nn Bemndlno County to the 
Californla-Nevada State line, to points 
in Kansas on and east of US. Highway 
281 and points in Florida on and cast 
of U.S. Highway 231. Georgia, and South 
Carolina frame as (e>l* 

(g) from points in California to points 
in Alabama (except points south and 
west of U.8. Highway 80 beginning at the 
Alabama-Mississippi State Une extend¬ 
ing in an easterly direction to the Junc¬ 
tion of U.S. Highway 231. thence along 
UB. Highway 231 to the Alabama-Flor¬ 
ida State line [same os (e)) # ; (h) from 
points in Utah in and north of Tooele, 
Utah. Wasatch, Duchesne, and Uintah 
Counties to points in Louisiana. Arkan¬ 
sas, and those in Kansas on and cast of 
08. Highway 281 (same as tell*: <i) 
from points in Utah to points in Missis¬ 
sippi, Tennessee, Alabama. Georgia. 
South Carolina, and Florida (same as 
<e>1; <J> from points In Washington, 
Oregon, and Idaho to points in Kansas 
east of U8. Highway 83 (except from 
points In and east of Lehihl, Custer, 
Blaine, Camas, Gooding, and Twin Falls 
Counties, Idaho, to points in Kansas 


and cast of U S. Highway 83 and west of 
U.8. Highway 281), Oklahoma (except 
points west of UB. Highway 83), Texas 
on and east of U.S. Highway 83. Arkan¬ 
sas, Louisiana. Mississippi. Tennessee, 
Alabama. Georgia, Florida, and South 
Carolina (points in Utah and Hall 
County. Nebr.)*; (k) from points in 
Nevada on and north of UB. Highway 
40. to points In Texas on and east of U.S. 
Highway 75 fsamc as (J)]*; (1) from 
points in Nevada on and north of UB. 
Highway 50 to points in Oklahoma on 
nnd cast of Interstate Highway 35 and 
Kansas on and cast of U.S. Highway 183 
fsamc as (J) 1*; (m) from points in Ne¬ 
vada east of U S. Highway 95 to points 
in Arkansas and Louisiana (same as 
Cj> 1 *; (n) from points in Nevada (ex¬ 
cept points in Clarke County), to points 
in Mississippi, Alabama, and Florida 
(same as (J>I # ; (o) from points in Ne¬ 
vada to points in Tennessee, Georgia, 
and South Carolina fsame as (J) J*; <p> 
from points in Montana to points in 
Texas on and cast of U S. Highway 83. 
Oklahbma on and cast of U.S Highway 
83. Kansas on and cast of U S Highway 
183. Arkansas. Louisiana. Mississippi. 
Tennessee, Alabama. Georgia, and Flor¬ 
ida (points in South Dakota east of the 
Missouri River and Hall County. 
Nebr.)*; (q) from points in Wyoming 
(except those In Laramie. Goshen. Platte, 
Albany. Carbon, Sweetwater. Uinta, and 
Lincoln Counties), to points in Arkan¬ 
sas. Louisiana, and Mississippi fsame as 
(p) 1: (r) from points in Wyoming (ex¬ 
cept points In Goshen, Platte. Laramie. 
Albany, and Carbon Counties), to points 
in Tennessee fsame as (p)l*; (s) from 
points in Wyoming (except points In 
Laramie and Albany Counties), to points 
in Alabama and Georgia fsame as 
<p) !•; and (t) from points In Wyoming 
to points in Florida and South Carolina 
fsamc as (p) 7. The purpose of this filing 
is to eliminate the gateways Indicated 
by asterisks above. 

No. MC 113855 <Sub-No. E36), filed 
May 30. 1974 Applicant: INTERNA¬ 
TIONAL TRANSPORT. INC . 2450 Mar¬ 
ion F?<!.. H E.. Rochestef r , Minn. 55901. 
Applicant's representative: Michael E. 
Miller. 502 First Natl Bank Bldg., Fargo. 
N. Dak. 58103. Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle. over irregular routes, transporting: 
(1) Commodities (except boats), the 
transportation of which, because of their 
size or weight, require the use of special 
equipment, and related machinery, parts , 
and related contractors $ materials and 
supplies when their transportation Is in¬ 
cidental to the transportation by said 
carrier or commodities which by reason 
of size or weight require special equip¬ 
ment. and (2) Self-propelled articles, 
each weighing 15.000 pounds or more 
and related machinery. tools, parts, and 
supplies moving In connection therewith 
(restricted to commodities transported 
on trailers), (a) from points in Wash¬ 
ington. Oregon. Idaho, and Nevada to 
points in Vermont, New Hampshire, and 
Maine, snd <b) between points in Wash¬ 
ington. Oregon, Idaho, and Nevada, on 
the one hand, and, on the other, points 


in Maryland. The purpose of this filing 
is to eliminate the gateway of points 
in Utah. 

No. MC 114211 (SubrNo. F45), filed 
May 24. 1974. Applicant: WARREN 

TRANSPORT, INC.. P.O Box 420. 
Waterloo, Iowa 50704. Applicant's rep¬ 
resentative: Kenneth R. Nelson (same 
as above). Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Farm 
machinery and parts thereof, from 
points in North Dakota. Minnesota, and 
Iowa, to points in Maine. New Hamp¬ 
shire, Vermont, Massachusetts. Rhode 
Island. Connecticut, Delaware, New 
York, New Jersey. Maryland, District of 
Columbia, and that part of Pennsyl¬ 
vania on and east of a line beginning at 
Eric, Pa., thence along Interstate High¬ 
way 79 to junction UB. Highway 422. to 
junction Pennsylvania 356, thence along 
Pennsylvania Highway 356 to junction 
Pennsylvania Highway 66, thence along 
Pennsylvania Highway 66 to Junction 
UB. Highway 22. thence along U S. High¬ 
way 22 to Junction Pennsylvania High¬ 
way 56. thence along Pennsylvania High¬ 
way 56 to junction UB. Highway 219, 
thence along US. Highway 219 to the 
Pennsylvani i-Maryland State line, and 
that part of Virginia on and east of a 
Une beginning at the Virginia-West Vir¬ 
ginia State Unc. thence along U.S. High¬ 
way 50 to junction Interstate Highway 
81. thence along Interstate Highway 81 
to junction Interstate Highway 64. 
thence along Interstate Highway 64 to 
Junction U.S. Highway 60. thence along 
UB. Highway 60 to Virginia Beach. Va.. 
restricted to traffic originating at or 
destined to the plant sites, warehouse 
sites, and experimental farms of Deere 
and Company. The purpose of this filing 
is to eliminate the gateway of Dubuque. 
Iowa. 

No. MC 114211 (Sub-No. E60), filed 
May 24, 1974. Applicant; WARREN 

TRANSPORT. INC.. P.O. Box 420, 
Waterloo, Iowa 50704. Applicant's repre¬ 
sentative: Kenneth R. Nelson (same as 
above). Authority sought to operate as 
a common carrier, by motor vehicle, over 
irregular routes, transporting: Farm 
machinery and parts thereof , from points 
in that part of Illinois on and north of a 
Une beginning at the Iowu-Illinols State 
Une, thence along Interstate * Highway 
80 to Junction IUinois Highway 2, thence 
along Illinois Highway 2 to the Ullnols- 
Wlsconsin State line, to points in Maine. 
New Hampshire, Vermont, Massachu¬ 
setts. Rhode Island, Connecticut, and 
points in that part of New Jersey, on and 
east of a line beginning at the New Jcr- 
sey-Pennsylvania State Unc, thence 
along New Jersey Highway 73 to junc¬ 
tion Atlantic City Expressway, thence 
along Atlantic City Expressway to At¬ 
lantic City, and points in that part of 
Pennsylvania on and east of a Une be¬ 
ginning at the New York-Pennsylvania 
State line, thence along Interstate High¬ 
way 81 to Junction Pennsylvania Turn¬ 
pike, thence along Pennsylvania Turn¬ 
pike to Junction Pennsylvania Highway 
309, thence along Pennsylvania High¬ 
way 309 to Philadelphia, and points in 
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that part of New York on and east of 
a line beginning at O3wego, N.Y., thence 
along New York Highway 48 to Junction 
Interstate Highway 81. thence along In¬ 
terstate Highway 81 to the New York- 
Pennsylvanla State line, restricted to 
traffic originating at or destined to the 
plant sites, warehouse sites, and experi¬ 
mental farms of Deere and Company. 
The purpose of this filing is to eliminate 
the gateway of Dubuque, Iowa. 

No. MC 114211 (Sub-No. E206). filed 
June 4. 1974. Applicant: WARREN 

TRANSPORT. INC.. P.O. Box 420. 
Waterloo. Iowa 50704. Applicant’s repre¬ 
sentative: Kenneth R. Nelson (same as 
above). Authority sought to operate as a 
common carrier . by motor vehicle, over 
irregular routes, transporting: Agricul¬ 
tural Implements and parts , from points 
in that part of Colorado on and west of 
a line beginning at the Nebraska-Colo- 
rado State line, thence along Colorado 
Highway 113 to junction U.8. Highway 
138, thence along U.8. Highway 138 to 
Junction Interstate Highway 80S. thence 
along Interstate Highway 80S to Junc¬ 
tion Colorado Highway 71, thence along 
Colorado Highway 71 to Junction U8. 
Highway 24. thence along U.S. Highway 
24 to junction Interstate Highway 25. 
thence along Interstate Highway 25 to 
junction U.S. Highway 50. thence along 
U8. Highway 50 to Junction U8. High¬ 
way 285, thence along U.S. Highway 285 
to junction Colorado Highway 17, thence 
along Colorado Highway 17 to Junction 
U.S. Highway 285, thence along U.8, 
Highway 285 to the Colorado-New Mex¬ 
ico State line, to points in Michigan. New 
York, Pennsylvania, Delaware, Maine. 
Vermont. Maryland. New Jersey, Con¬ 
necticut. Rhode Island. Massachusetts, 
New Hampshire, and points in that part 
of West Virginia on and east of a line 
beginning at the Ohio-West Virginia 
State line, thence along Interstate High¬ 
way 84 to Junction Interstate Highway 
77. thence along Interstate Highway 77 
to junction U.S. Highway 460. thence 
along U.8. Highway 460 to the West Vir¬ 
gin! a-Virginia State line, and to points in 
that part of Virgtnla on and east of a Une 
beginning at the West Virginla-Vlrginla 
State line, thence along U.8. Highway 
460 to Junction Virginia Highway 8, 
thence along Virginia Highway 8 to junc¬ 
tion Virginia Highway 57. thence along 
Virginia Highway 57 to Junction U.8. 
Highway 220, thence along U.8. Highway 
220 to the Virginia-North Carolina 
State line, and to points in that part of 
Indiana on and northeast of a Une be¬ 
ginning at Gary. Ind., thence along 
Indiana Highway 53 to Junction U8. 
Highway 30. thence along U.8. Highway 
30 to junctiof! Indiana Highway 15. 
thence along Indiana Highway 15 to 
junction Indiana Highway 26, thence 
along Indiana Highway 26 to the In- 
dlana-Ohlo State line, and to points in 
that part of Ohio on and northeast of 
a Une beginning at the Indiana-Ohio 
State Une, thence along Ohio Highway 
119 to Junction Ohio Highway 65. thence 
along Ohio Highway 65 to Junction Ohio 
Highway 47, thence along Ohio Highway 
47 to Junction Ohio Highway 235, thence 


along Ohio Highway 235 to junction Ohio 
Highway 41. thence along Ohio Highway 
41 to Junction Ohio Highway 73. thence 
along Ohio Highway 73 to Junction U8. 
Highway 52. thence along UB. Highway 
62 to the Ohio-West Virginia State Une. 
The purpose of this filing is to eliminate 
the gateways of Beatrice, Nebr., and 
Hortcon. Wis. 

No. MC 114211 (Sub-No. E211). filed 
June 4. 1974. AppUcant: WARREN 

TRANSPORT. INC.. P.O. Box 420. 
Waterloo. Iowa 50704. Applicant’s rep¬ 
resentative: Kenneth R. Nelson (same 
as above). Authority sought to operate 
as a common carrier, by motor vehicle, 
over Irregular routes, transporting: Agri¬ 
cultural implements and parts (except 
commodities the transportation of which 
because of size or weight requires the use 
of special equipment), from points in 
that part of Nebraska on and south of a 
Une beginning at the South Dakota- 
Nebraska State Une. thence along U8. 
Highway 385 to Junction Nebraska High¬ 
way 2, thence along Nebraska Highway 
2 to junction U.8. Highway 34, thence 
along UJ3. Highway 34 to Junction U.8. 
Highway 77, thence along U.S. Highway 
77 to the Nebraska-Kansas State Une to 
points in Massachusetts. Delaware, Ver¬ 
mont. New Jersey, New Hampshire. Con¬ 
necticut. Maine. Rhode Island, and to 
points in that part of New York on and 
east of a Une beginning at Buffalo. N.Y„ 
thence along U.S. Highway 219 to the 
New York-Pennsylvania State Une, and 
to points in that part of Pennsylvania on 
and east of a Une beginning at the New 
York-Pennsylvania State Une, thence 
along U S. Highway 219 to Junction U.8. 
Highway 6, thence along U.8. Highway 0* 
to Junction Pennsylvania Highway 66, 
thence along Pennsylvania Highway 66 
to Junction Pennsylvania Highway 948. 
thence along Pennsylvania Highway 948 
to Junction U.8. Highway 219, thence 
along U.S. Highwoy 219 to junction 
Pennsylvania Highway 160, thence along 
Pennsylvania Highway 160 to Junction 
Pennsylvania Highway 869. thence along 
Pennsylvania Highway 869 to Junction 
U.8. Highway 220, thence along U-S. 
Highway 220 to the Pennsylvania-Mary¬ 
land State Une and to points in that part 
of West Virginia on and east of a Une 
beginning at the Maryland-West Vir¬ 
ginia State Une, thence along West Vir¬ 
ginia Highway 51 to Junction West Vir¬ 
ginia Highway 29. thence along West 
Virginia Highway 29 to junction West 
Virginia Highway 45. thence along West 
Virginia Highway 45 to thd West Vir¬ 
ginia-Virginia State line, and to points 
in that part of Maryland on and east of 
a Une beginning at the Pennsylvania- 
Maryland State Une, thence along U.3. 
Highway 220 to junction Maryland High¬ 
way 51. thence along Maryland Highway 
51 to the Maryland-West Virginia State 
Une. and to points in that part of Vir¬ 
ginia on and cast of a Une beginning at 
the West Virginla-Vlrginla 8tate Une. 
thence along Virginia Highway 127 to 
Junction U.S. Highway 522, thence along 
UJ3. Highway 522 to Junction Virginia 
Highway 231, thence along Virginia 


Highway 231 to Junction US. Highway 
29. thence along U.8. Highway 29 to Junc¬ 
tion UjB. Highway 250. thence along U8. 
Highway 250 to Junction Virginia High¬ 
way 20, thence along Virginia Highway 
20 to Junction U.S. Highway 15. thence 
along U8. Highway 15 to Junction U S. 
Highway 460, thence along U.8. Highway 
460 to Junction Virginia Highway 46. 
thence along Virginia Highway 46 to 
Junction Interstate Highway 85. thence 
along Interstate Highway 85 to the Vir¬ 
ginia-North Carolina State Une. re¬ 
stricted against movement to oil field 
locations, further restricted against the 
transportation of those commodities de¬ 
scribed in Mercer Extension—Oil Field 
Commodities . 74 M.C.C. 459. and further 
restricted to the transportation of traffic 
originating at the plant sites and ware¬ 
house faculties of Deere and Company. 
The purpose of this filing Is to eliminate 
the gateways of Beatrice. Nebr., and 
Horicon, Wis. 

No. MC 114211 (Sub-No. E218). filed 
June 4. 1974. AppUcant: WARREN 

TRANSPORT. INC., P.O Box 420, 
Waterloo. Iowa 50704. AppUc&nt’s rep¬ 
resentative: Kenneth R. Nelson (samo 
as above). Authority sought to opernte 
as a common carrier , by motor vehicle, 
over irregular routes, transporting: Farm 
machinery and parts . from points in 
North Dakota to point* in Indiana. Ken¬ 
tucky. Ohio. West Virginia. Virginia, 
Maryland, Delaware. District of Colum¬ 
bia. New Jersey. Pennsylvania, New York, 
Rhode Island. Connecticut, Massachu¬ 
setts, Vermont. New Hampshire. Maine, 
and points in that part of Michigan on 
and south of a line beginning at the 
Manister, Mich., State Une. thence along 
Michigan Highway 55 to junction Mich¬ 
igan Highway 115, thence along Mich¬ 
igan Highway 115 to Junction U.S. High¬ 
way 10, thence along U.8. Highway 10 to 
Junction Michigan Highway 25. thence 
along Michigan Highway 25 to the Bay 
City. Mich., State Une, restricted to traf¬ 
fic originating at plant sites, warehouse 
sites, and experimental farms of Deere 
and Company. The purpose of this filing 
Is to eliminate the gateways of Horicon, 
Wis., and Minneapolis, Minn. 

No. MC 114211 (Sub-No. E219), filed 
June 4. 1974, AppUcant: WARREN 

TRANSPORT, INC., P.O. Box 420. 
Waterloo, Iowa 50704. AppUcant’s rep¬ 
resentative: Kenneth R. Nelson (same 
as above). Authority sought to operate 
as a common carrier. by motor vehicle, 
over irregular routes, transporting: 
Tractors, stationary engines . and attach¬ 
ments and parts therefor . when moving 
Incidental to and in the same vehicle 
with tractors and stationary engines (not 
including tractors with vehicle beds, bed 
frames, or fifth wheels, nor any of the 
above-specified commodities which, be¬ 
cause of their size or weight, require the 
use of special equipment). from points in 
that part of Iowa on and north of a Une 
beginning at the Iowa-Wisconsin State 
Une, thence along U.8. Highway 20 to the 
Iowa-South Dakota State Une to points 
In Virginia. West Virginia, Pennsylvania. 
Maryland. New Jersey, Delaware, New 


FEDERAL REGISTER, VOL 40, NO. 


•TUESDAY, JANUARY 7, 1975 






1336-1390 


NOTICES 


York. Connecticut Rhode Island. Massa¬ 
chusetts, New Hampshire. Vermont, 
Maine, and points in that part of Ken¬ 
tucky on and cast of a line beginning at 
the Kentucky-Ohlo State Une. The pur¬ 
pose of this filing is to eliminate the gate¬ 
ways of Dubuque. Iowa, and Horicon, 
Wls. 

No. MC 114211 (Sub-No. E224). filed 
June 4. 1974. Applicant: WARREN 

TRANSPORT. INC.. P.O. Box 420. 
Waterloo. Iowa 50704. Applicant’s repre¬ 
sentative: Kenneth R. Nelson (same as 
above). Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Tractors , 
road making machinery. and contractors 
equipment and supplies, from points in 
Kansas to points in Vermont. Connecti¬ 
cut, Massachusetts, New Hampshire. 
Rhode Island, Maine, and points in that 
part of New York on and northeast of a 
line beginning nt the New York-Lake 
Erie line, thence along U.S. Highway 20 
to Junction U.8. Highway 15, thence 
along U 8. Highway 15 to Junction New 
York Highway 415. thence along New 
York Highway 415 to junction New York 
Highway 352, thence along New York 
Highway 352 to Junction New York High¬ 
way 17, thence along New Yorh Highway 
17 to the Pennsylvania-New York State 
line, and points In that, part of New 
Jersey on and north of a line beginning at 
the Pennsylvania-New Jersey State line, 
thence along. Interstate Highway 80 to 
Junction US Highway 46, thence along 
UB. Highway 46 to junction Garden 
State Parkway, thence along Garden 
State Parkway to Junction New Jersey 
Highway 508. thence along New Jersey 
Highway 508 to junction U S. Highway 1, 
thence along U.8. Highway 1 to the New 
Jersey-New York State line, and to points 
in that part of Pennsylvania on and 
north of a line beginning at the New 


York-Pennsylvania State Une. thence 
along U S. Highway 220 to junction U-8. 
Highway 6. thence along U.8. Highway 
6 to Junction Pennsylvania Highway 435. 
thence along Pennsylvania Highway 435 
to junction Interstate Highway 81E, 
thence along Interstate Highway 8IE to 
junction Interstate Highway 80, thence 
along Interstate Highway 80 to the Penn¬ 
sylvania-New Jersey State line. The pur¬ 
pose of this filing is to eliminate the 
gateway of Dubuque, Iowa. 

No. MC 114211 (Sub-No. E303>, filed 
June 4. 1974. Applicant: WARREN 

TRANSPORT. INC., P.O. Box 420, 
Waterloo. Iowa 50704. Applicant's repre¬ 
sentative: Kenneth R. Nelson (same as 
above). Authority sought to operate as a 
common carrier, by motor vehicle, over 
Irregular routes, transporting: Farm 
machinery and parts (except commodi¬ 
ties, the transportation of which, because 
of size or weight, requires special equip¬ 
ment), from a point In that part of 
Wyoming on and north of a Une begin¬ 
ning at the Idaho-Wyoming State Une, 
thence along U S. Highway 187 to Junc¬ 
tion Wyoming Highway 28, thence along 
Wyoming Highway 28 to Junction UB. 
Highway 287, thence along U 8, Highway 
287 to junction Wyoming Highway 220. 
thence along Wyoming Highway 220 to 
Junction U.S. Highway 87. thence along 
US Highway 87 to junction Wyoming 
Highway 387, thence along Wyoming 
Highway 387 to junction Wyoming High¬ 
way 59, thence along Wyoming Highway 
59 to junction U.8. Highway 16. thence 
along US. Highway 1C to the South 
Dakota-Wyoming State Une to points in 
that part of Missouri on and west of a 
line beginning at the lowa-Missourl State 
Une, thence along U.8. HlgKway 63 to 
Junction Business Route US. Highway 
63. thence along Business Route U.8. 
Highway 63 through Moberly. Mo., to 
junction U.S. Highway 63, thence along 


U.3. Highway 63 to junction Business 
Route U S. Highway 63. thence along 
Business Route U.S. Highway 63 through 
Columbia, Mo., to Junction U.S. Highway 
63, thence along UB, Highway 63 to Junc¬ 
tion Missouri Highway 137, thence along 
Missouri Highway 137 to Junction Texas 
County Highway T. thence along Texas 
County Highway T to junction U.8. 
Highway 63, thence along UB. Highway 
63 to Junction Business Route U.8. High* 
way 63. thence along Business Route 
UB. Highway 63 through West Plains. 
Mo., to Junction U S. Highway 63. thence 
along U.S. Highway 63 to the Mlssourl- 
Arkomas State line, restricted against 
the transportation of those commodities 
described in Mercer Extension—Oil Field 
Commodities, 74 M.C.C. 459. The purpose 
of this filing is to eliminate the gateways 
of Omaha, Nebr., Council Bluffs, Iowa, 
and Dcs Moines. Iowa. 

No. MC 119988 (Sub-No. E40), filed 
June 3, 1974. Applicant: GREAT WEST¬ 
ERN TRUCKING CO . INC.. P.O. Box 
1384, Lufkin, Tex. 75902. Applicant's 
representative: Joe E. Kinard. 201 W. 
Commerce St., Dallas, Tex. 75208. Au¬ 
thority sought to operate os a common 
carrier, by motor vehicle, over irregular 
routes, transporting: (1) Printed adver¬ 
tising matter, and (2) Newspaper sup¬ 
plements otherwise exempt from eco¬ 
nomic regulation under section 203(b) 
(7) of the Act when transported In mixed 
loads with printed advertising matter, 
from the facilities of the Oklahoma Pub¬ 
lishing Co., Web Offset Division, at or 
near Oklahoma City. Okla., to points in 
Ohio. The purpose of this filing Is to 
eliminate the gateway of Independence, 
Kans. 

By the Commission. 

[sbai.1 Robert L. Oswald, 

Secretary 

| PR Doc.75-430 Filed 1-6-76; 8:45 am) 
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RULES AND REGULATIONS 


Title 24—Housing and Urban 
Development 

SUBTITLE A—OFFICE OF THE SECRETARY 

(Docket No. R -74-297( 

PART 5B—ENVIRONMENTAL REVIEW 

PROCEDURES FOR THE COMMUNITY 

DEVELOPMENT 

Block Grant Program 

Notice was given on October 10. 1974. 
at 39 FR 36554 that the Department of 
Housing and Urban Development 
("HUD” herein) was proposing to amend 
Title 24 of the Code of Federal Regula¬ 
tions by adding a new Part 58 to Sub¬ 
title A. 

The purpose of Part 58 Is to set forth 
the regulations governing environmental 
review procedures to be undertaken by 
applicants for funds under Tltie I of the 
Housing and Community Development 
Act of 1974. Pub. L. 93-383 (the “Act" 
herein). The Act provides for a new pro¬ 
gram of community development block 
grants which begins January 1. 1975. Its 
implementing regulations are In 24 CFR 
Part 570. Section 104(h) of the Act au¬ 
thorizes the Secretary of Housing and 
Urban Development to provide under 
regulations for the release of funds for 
particular projects to applicants who as¬ 
sume all of the responsibilities for en¬ 
vironmental review, decisionmaking, and 
action pursuant to the National Environ¬ 
mental Policy Act of 1969 <* NEPA" here¬ 
in) that would apply to the Secretary 
were he to undertake such projects as 
Federal projects. Part 58 Implements sec¬ 
tion 104(h) of the Act. 

The Department has received more 
than 50 responses to the October 10. 1974 
publication. All of these comments were 
seriously considered and many changes 
have been incorporated in these regula¬ 
tions as a result A summary of the prin¬ 
cipal comments and their disposition is 
set forth below. 

Several commentators asserted that it 
was not permissible for HUD to require 
applicants to assume NEPA responsibil¬ 
ities with respect to Title I projects and/ 
or that HUD's NEPA Tesponsibilities in 
connection with applications for Title I 
assistance would not be satisfied as a re¬ 
sult of such assumption. A number of 
related comments also questioned the 
capacity of applicants to assume NEPA 
responsibilities. HUD believes its author¬ 
ity under 5 104(h) is sufficient to permit 
it to require the assumption of NEPA 
responsibilities by applicants, and that 
the carrying out of NEPA responsibilities 
by such applicants with legal capacity to 
assume such responsibilities, and that the 
carrying out of NEPA responsibilities by 
such applicants and execution of the 
certification in accordance with this Part 
will satisfy HUD’s responsibilities under 
NEPA. Appropriate changes have been 
made in Part 58 in accordance with this 
concept. 

Changes in the regulations have also 
been made In response to a number of 
comments that Part 58 should incorpo¬ 
rate applicable Council on Environmen¬ 
tal Quality and Environmental Protec¬ 
tion Agency <"CEQ" and "EPA". respec¬ 
tively) regulations. 


Several comments questioned HUD's 
authority to require applicants to assume 
historic preservation and related re¬ 
views. and HUD’s compliance with his¬ 
toric preservation statutory authority as 
a result. HUD’s view is that Its authority 
in this regard is sufficient, and that it 
will be satisfying applicable statutes 
through the approach which Part 58 
takes. However, in response to these 
comments, the regulations have been 
amended to provide that noncompllance 
with procedures appearing in regulations 
of the Advisory Council on Historic 
Preservation issued pursuant to.the His¬ 
toric Preservation Act of 1966 would be a 
basis for objecting to the applicant's re¬ 
quest for release of funds for a project 
which afTects a historic property. 

Several other comments were to the 
effect that provision should be made for 
HUD to consider objections to a request 
for a release of funds on the basis that 
an applicant had failed to carry out its 
NEPA responsibilities under Part 58. 

In response to these comments, the 
procedures In Part 58 have been clarified, 
a requirement for publication of five 
days notice of an applicant's intent to 
request a release of funds has been 
added, and the bases on which objec¬ 
tions to HUD acceptance of a certifica¬ 
tion accompanying such a request for re¬ 
lease of funds have been expanded to 
Include omission by the applicant of any 
step In the NEPA reviews required by 
Part 58. 

There were comments to the effect 
that the notice periods related to HUD’s 
approval of a request for release of funds, 
and to the decision by an applicant not 
to prepare an environmental impact 
statement (“EIS" herein), are too short 
The additional five days referred to in 
the preceding paragraph would afford 
the public more time to prepare objec¬ 
tions, if any. to an applicant’s, actions 
and would partially satisfy the former 
comment. In this regard, it should be 
noted that such five-day notice period 
would be a minimum for compliance 
with Part 58. and that applicants would 
have authority to adopt a longer notice 
period. With regard to the latter com¬ 
ment. whiah pertained to the time period 
for notice of an applicant's intention not 
to file an EIS, HUD believes that fifteen 
days would normally be adequate. How¬ 
ever. an applicant would have authority 
to extend this time period if it deter¬ 
mined that the circumstances in a par¬ 
ticular situation made such an extension 
desirable. 

One comment was that the forty five 
day period for comments on a draft EIS 
should be established with no provision 
for extensions. This comment was re¬ 
jected, since HUD believes applicants 
should have flexibility in adjusting their 
environmental review processes as 
needed to fit particular situations, so 
long as such adjustments are consistent 
with Part 58. NEPA. and other applicable 
authority. 

There were also comments to the effect 
that the time periods involved in proc¬ 
essing an EIS were too long. The Part 58 
requirements In this regard are consist¬ 
ent with CEQ Ouldelines. 


Several comments expressed the view 
that the thresholds for the required 
preparation of an EIS were too high, 
while others believed them to be too low. 
Other comments werp to the effect that 
criteria should be added for the making 
of environmental assessments. The 
changes made in Part 58 reflect these 
comments by eliminating several of the 
thresholds, and clarifying the environ¬ 
mental review process. HUD’s determi¬ 
nation in this regard recognizes the diffi¬ 
culties in attempting to establish a sin¬ 
gle set of criteria for applicability to 
projects of varying size and scope in di¬ 
verse settings. 

There were comments to the effect that 
applicants should be required to conduct 
an environmental review process in con¬ 
nection with the application for block 
grants, and not just in connection with 
projects within such applications. HUD 
has rejected this view as Inconsistent 
with 3 104(h) and its legislative history 
and takes the position that compliance 
with 3 104(h) and NEPA can be attained 
through the applicant’s adherence to the 
requirements of Part 58. 

A number of comments questioned the 
exemption of several activities from the 
requirements of Part 58. In response to 
these comments, the number of exempt 
activities listed in Part 58 has been re¬ 
duced substantially, and now reflects 
only those which are exempt by virtue 
of authority in the Act. 

There were a number of comments to 
the effect that public hearings should 
be made mandatory at various stages 
of the environmental review process. 
HUD has rejected these comments, since 
Part 58 does provide guidance tr appli¬ 
cants to assist them in deciding whether 
such hearings should be held in con¬ 
nection with EIS's. and the question of 
, whether to hold public hearings at that 
or another stage of the environmental 
review process is properly within an ap¬ 
plicant’s discretion. 

Several comments concerned the 
funding of passible expenses to be incur¬ 
red by applicants in the event there is 
litigation concerning environmental as¬ 
pects of their community development 
programs. In response to these com¬ 
ments. a statement of the eligibility of 
such expenses for 'unding under the Act 
has been added to Part 58. 

Tiie ambit of the terms “applicant" 
and "chief executive officer" were ques¬ 
tioned by some commentators. In re¬ 
sponse to these comments, definitions for 
these terms have been added to Part 58. 

Some commentators stated their be¬ 
lief that an EI8 should be prepared In 
connection with the issuance of this Part 
58. In this connection, compliance by 
HUD with its own regulations concern¬ 
ing the environmental review of pro¬ 
posed or final regulations docs not neces¬ 
sitate the preparation of an EIS. (De¬ 
partmental Handbook 1390.1, 38 FR 
19182). In connection with the issuance 
of this Part 58 as final regulations, a 
Finding of Inapplicability has been made 
under the Handbook cited above. A copy 
of the Finding of Inapplicability is avail¬ 
able for public inspection at HUD, Room 
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10245. 451 Seventh Street. 8.W., Wash¬ 
ington. D.C. 20410. 

The principle changes In the Regula¬ 
tions are set forth below, 

Subpart A—General Policy and Re¬ 
sponsibilities, has been amended to in¬ 
clude in 8 58.1 a statement of policies of 
the National Environmental Policy Act 
of 1969, and to add a 8 58.2 which pro¬ 
vides for the calculation of time periods. 
Section 68.3, Terminology, has had the 
following terms added to it: applicant 
chief executive officer (both of which ore 
substantially similar to their definitions 
in 24 CFR 570.3), environmental review 
and environmental review process, and 
level of clearance finding. Terms which 
have been deleted are: environment, 
significant environmental impact. Fed¬ 
eral action, environmental review, en¬ 
vironmental clearance, environmental 
review record, comments, arcus of 
jurisdiction by law or special expertise, 
and major amendatory. The General 
Policy section. 8 58 5. has been amended 
to provide that HUD will consider the 
question of an applicant's legal capacity 
(but no other type of capacity) to 
assume or carry out NEPA responsibili¬ 
ties prior to submission of its Title I 
application only, to specify the respon¬ 
sibilities of the chief executive officer of 
the applicant, upon his assumption of 
the status of a "responsible Federal 
official" as that term is used In NEPA. 
and to Include the substance of sub- 
paragraphs <b). <c> • and <d> from 4 58.13 
of the October 10, 1974 publication 
("proposed regulations" herein). 

Subpart B—Environmental Reviews 
by Applicants under Title I. has had 
8 58.7 deleted, since the matters covered 
by that section are Included in the Com¬ 
munity Development Block Grant regu¬ 
lation*. 24 CPR Part 570. Section 58.9 
has been amended to clearly state that 
paragraph (a) deals with the ton percent 
advance under the Block Grant program 
rather than a separate source of funds, 
and that Title I funds from one program 
year may be used by applicants for en¬ 
vironmental studies relating to any pro¬ 
gram year. The requirements concerning 
the environmental review record in 
8 58.11 have been made more specific, 
and have been expanded to cover more 
of the materials which the environmental 
review process will generate. Most of the 
substance of 8 58.12 of the proposed 
regulations, which has been deleted, will 
be found in new form in new 8 58.19, 
which will be discussed below. As noted 
above, the substance of 5 58.13 of the 
proposed regulations has been included 
in 8 85.5. The substance of 8 58.14 of the 
proposed regulations has been deleted; 
its substance is found in 8 58.15(d) with 
changes which characterize the required 
findings of the former section as ' level of 
clearance findings". Section 58.15 has 
been further amended to make it clear 
that both positive and negative effects of 
possible modifications to projects should 
be considered, and that cost should be a 
factor In such considerations. Section 
58.15(e)(1) and (e)(2) of the proposed 
regulations have been deleted and their 
substance now forms 8 58.16 and 8 68.17. 


respectively. The matters which were set 
forth in 8 58.15(e)(3) second (d)(5) of 
the proposed regulations are now set 
forth in 8 58.18. In the proposed regula¬ 
tions. 8 58.16-18 had teen reserved. A new 
I 58.19 has been added which, as noted 
above, includes most of the substance of 
8 58.12, which is now a reserved section 
number. This new section requires orig¬ 
inal or updated environmental review's 
for ongoing undertakings which are to be 
funded for the first time under the Com¬ 
munity Development Block Grant regu¬ 
lations, 24 CFR Part 570, if previous en¬ 
vironmental reviews are insufficient due 
to changed circumstances. It also pro¬ 
vides that with respect to such under¬ 
takings, if circumstances have not 
changed significantly and there are ex¬ 
isting environmental clearances, a writ¬ 
ten decision to that effect must be made 
by the applicant, and no further envi¬ 
ronmental reviews would be required. 
The activities which are exempt from 
the j-equirements of Part 58. under 
8 58.21, have been reduced substantially 
to include only those exemptions clearly 
permitted by Title I of the Housing and 
Community Development Act of 1974. 
8ection 58.23 of the proposed regulations 
has been deleted as a result of the modi¬ 
fications of 8 58.21 discussed above. The 
coverage of 8 58.24 has been chnnged to 
delete properties nominated to the Na¬ 
tional Register, and to include. Instead, 
properties found to be eligible for listing 
on the register by the Secretary of 
Interior. 

Section 58.25. dealing with projects re¬ 
quiring on EIS, has been modified to de¬ 
lete several imprecise and unworkable 
categories. Section 58.26 of the proposed 
regulations, which was merely advisory, 
has been deleted. Section 58.27, dealing 
with lead agency requirements and pro¬ 
cedures. has been modified to eliminate 
the implication that an applicant re¬ 
quired to prepare an EIS on a project 
pursuant to this Part could escape that 
responsibility through designation of a 
lead agency, other than itself, for the 
project, and to indicate that such desti¬ 
nation is permissible only where the lead 
agency will prepare an EIS. 

Subpart C—Releases of Funds for Par¬ 
ticular Projects, had had 8 58.30 amended 
to provide for five days notice to the pub¬ 
lic of an applicant's intention to request 
the release of funds for a particular proj¬ 
ect. Section 58.31 has been revised to ex¬ 
pand tile bases on which HUD will con¬ 
sider objections to an applicant's request 
for a release of funds. The bases for ob¬ 
jection are now that the certification was 
not In fact executed by the chief execu¬ 
tive officer; that applicant's environmen¬ 
tal review* record for the project indi¬ 
cates omission of a required decision, 
finding, or step applicable to the project 
in the environmental review process; or 
that applicant failed to provide on oppor¬ 
tunity to the Advisory Council on His¬ 
toric Preservation for review, if the proj¬ 
ect relates to a National Register prop¬ 
erty which is affected by the project. 
Three minor bases for objection have 
been eliminated. 

Section 104(h) of the Housing and 
Community Development Act of 1974 re¬ 
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quires that these regulations may be is¬ 
sued only after consultation with the 
Council on Environmental Quality. Such 
coasultations have been accomplished. 

The Assistant Secretary for Com¬ 
munity Planning and Development has 
determined that the public interest 
would be best served by making these 
regulations effective immediately. This 
Is consistent with the Housing and Com¬ 
munity Development Act of 1974 which 
directs the financial assistance be pro¬ 
vided to communities with minimum de¬ 
lay. and funds for projects subject to 
this part may not be released In the ab¬ 
sence of completion of the procedures 
set forth In thi3 part, and a certification 
to that effect. Therefore, deferral of the 
effective date under 5 U.S.C. 55-3 <d) Is 
waived and these regulations shall be¬ 
come effective on January 7. 1975. 

Accordingly, Title 24 Is amended by 
adding to Subtitle A a new Part 58 to 
read as follows: 

PART 58—ENVIRONMENTAL REVIEW 

PROCEDURES FOR THE COMMUNITY 
DEVELOPMENT BLOCK GRANT PRO¬ 
GRAM 

Subpart A—General Policy and ReipondblUtlti 

See. 

68.1 Purpose and authority. 

68.2 Time Periods. 

68.3 Terminology. 

68.4 | Rcaerved |. 

58.5 General policy. 

68.8 | Reserved 1. 

Subpart O —environmental Reviews by 
Applicants Under Tttla I 

68.7 | Reserved |. 

68.8 (Reserved). 

68.9 Financial assistance for environmental 

review. 

66.10 | Reserved |. 

68.11 environmental review record. 

6812 (Reserved). 

68.13 ) Reserved |. 

58.14 | Reserved |. 

68.15 Steps to commence environmental re¬ 

view process. 

58.16 Steps to complete environmental re¬ 

view process where level of clear¬ 
ance ftndini; la that the request for 
release of funds for project Is not 
an action which may significantly 
afreet the environment (no EIS). 

68.17 8teps to complete environmental re¬ 

view process where level of clear¬ 
ance finding Is that the request for 
release of funds Is an action which 
may oignlflcantly affect the environ¬ 
ment (EIS required). 

58.18 Limitation on action pending clear¬ 

ance. « 

68 10 Continuation of pevlous activities. 

6820 | Reserved). 

6821 Exempt activities. 

5822 (Reserved |. 

5823 j Reserved). 

58-24 Historic preservation. 

68 25 Projects requiring an EIS 
58 28 (Reserved). 

5827 Interaction of applicant and Federal 

agencies—lead agency role. 

5828 | Reserved). 

5829 j Reserved j. 

Subpart C—Release* of Funds for Particular 
Pro) acts 

5820 Release of funds upon certification. 

58.31 Objections to release of funds. 

68.32 Effect of approval of certification. 
Aothoeitt: Sec. 7(d), Department of 

Housing and Urban Development Act (42 
U8.C. 3535(d)). 
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Subpart A—General Policy and 
Responsibilities 

§ .»iU I*iir|*mc untl Authority. 

(a> Authority —(1) Basic law. The Na¬ 
tional Environmental Policy Act of 1969 
tPub. L. 91-190. 42 U.S.C. 4321 et soq.) 
i hereinafter "NBPA") establishes na¬ 
tional policy, goals and procedures for 
protecting and enhancing environmen¬ 
tal quality. NEPA. as implemented by 
Executive Order 11514 and the Guide¬ 
lines of the’Council on Environmental 
Quality, 40 CFR Part 1500 (hereinafter 
“CEQ*\ as to the Council, and *'CEQ 
Guidelines'*) requires in section 102(2> 
(c>. in addition to other responsibilities, 
that all agencies of the Federal govern¬ 
ment prepare detailed environmental 
Impact statements on proposals for ma¬ 
jor Federal actions significantly, affect¬ 
ing the quality of the human environ¬ 
ment. 

<2» Section I04ih) of Title I of the 
Housing and Community Development 
Act of 1974 < Pub. L 93-383. 42 U.S.C. 5301 
et seq.) (hereinafter •‘section 104(h)" 
and "Title I” respectively) authorizes a 
procedure under which applicants with 
approved applications for assistance un¬ 
der Title I assume for specific projects 
the environmental review and decision¬ 
making responsibilities that would aflply 
to the HUD Secretary were he to under¬ 
take such projects as Federal projects. 
The procedure eliminates the necessity 
for Federal environmental impact state¬ 
ments at the time of the Initial applica¬ 
tion. At the same time, however, the 
procedure is intended to assure that 
NEPA policies and protection of the en¬ 
vironment continue undimintshed. Under 
the procedure applicants arc to certify 
prior to any commitment of Title I funds 
for particular projects (other that} funds 
for general planning or environmental 
study purposes) that they have met all 
of their environmental responsibilities in 
accordance with regulations issued by 
HUD Secretary, after consultation with 
CEQ. Approval of such certification by 
the Secretary under section 104(h) dis¬ 
charges the responsibilities he may 
otherwise have had under NEPA with re¬ 
spect to the specific projects covered by 
the certification. The Secretary is to wait 
15 days after receipt before acting upon 
such a certification, thus giving those 
who may wish to challenge n certifica¬ 
tion an opportunity to take appropriate 
action. That challenge can include suit 
against the certifying officer or applicant 
who for purposes of enforcing NEPA has 
consented to accept the Jurisdiction of 
the Federal courts. 8uch challenge may 
also include a request that the Secretary 
reject the certification. The Secretary 
will consider a request for rejection of the 
certification only if such request Is 
grounded on certain basest as set forth 
in 5 58.31 (b). Under section 104(h) 
cities, counties and other units of gen¬ 
eral local government assumeo nly those 
eral local government assume only those 
responsibilities which would apply if the 
HUD Secretary were to undertake the 
projects proposed for assistance as Fed¬ 
eral projects. Thus, these regulations 
neither expand nor contract the cate¬ 


gories of actions that w’ould be subject to 
environmental identification and review 
procedures. 

(3) Other applicable authority. The 
environmental review process must also 
consider, where applicable, the criteria, 
standards, policies and regulations under 
the following: 

(I) Historic properties. The National 
Historic Preservation Act of 1966 (Pub. 
L. 89-665); Preservation of Historic and 
Archeological Data Act of 1974 (Pub. L. 
93-291) and regulations which may 
hereafter be issued: Executive Order 
11593, Protection and Enhancement of 
the Cultural Environment. 1971; Proce¬ 
dures for Protection of Historic and Cul¬ 
tural Proi>crtics. Advisory Council on 
Historic Preservation, 36 CFR Part 800. 

(II) Noise. HUD Handbook 1390.2, 
Noise Abatement and Control, Depart¬ 
ment Policy. Responsibilities and Stand¬ 
ards. 1971. 

Oil) Flood plain. Flood Disaster Pro¬ 
tection Act of 1973 (Pub. L. 93-234)"and 
implementing regulations; Title 24, 
Chapter X. Subchapter B, National 
Flood Insurance Program; and Execu¬ 
tive Order 11296. 

(iv) Coastal zones and wetlands. 
Coastal Zone Management Act of 1972 
(Pub. L. 92-583) and applicable State 
legislation or regulations. 

(v) Air quality. Clean Air Act (Pub. L. 
90-148) and Clean Air Act Amendments 
of 1970 (Pub. L. 91-604>; and applicable 
U.S. Environmental Protection Agency 
implementing regulations. 

(vt) Water quality. Federal Water 
Pollution Control Act (Pub. L. 92-500) 
and applicable U.S. Environmental Pro¬ 
tection Agency Implementing regula¬ 
tions. 

(vil) Wildlife. Fish and Wildlife Co¬ 
ordination Act (Pub. L. 85-624). 

<b) Purpose. These regulations imple¬ 
ment the requirements of section 104(h), 
which is intended to assure that the poli¬ 
cies of NEPA are most effectively Im¬ 
plemented In connection with the ex¬ 
penditure of funds under Title I, and to 
assure to the public undiminished protec¬ 
tion of the environment. The policies of 
NEPA. in addition to other responsibili¬ 
ties set out In section 2 and Title I of 
NEDA. require the use of all practicable 
means, consistent with other essential 
considerations of national policy, to im¬ 
prove and coordinate Federal plans, 
functions, programs, and resources to 
the end that the Nation may— 

(1) Fulfill the responsibilities of each 
generation as trustee of the environment 
for succeeding generations; 

(2) Assure for all Americans safe, 
healthful, productive, and estheticaliy 
and culturally pleasing surroundings; 

(3) Attain the widest range of bene¬ 
ficial uses of the environment without 
degradation, risk to health or safety, or 
other undesirable and unintended con¬ 
sequences; 

(4) Preserve important historic, cul¬ 
tural. and natural aspects of our na¬ 
tional heritage, and maintain, wherever 
possible, an environment which supports 
diversity and variety of Individual 
choice; 
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(5) Achieve a balance between popula¬ 
tion and resource use which will permit 
high standards of living and a wide 
sharing of life's amenities; and 

(6) Enhance the quality of renewable 
resources and approach the maximum 
attainable recycling of dcpletable re¬ 
sources. 

% .78.2 Time period*. 

The days In each time period which 
must be observed in compliance with this 
Part shall be counted in accordance with 
the following: 

(a) The first day of such time period 
shall commence at the first 12:01 a.m. 
(local time) which shall occur following 
the action which initiates the time 
period. 

(b) Saturdays. Sundays, and legal holi¬ 
days under 8tate law occurring within 
the time period shall not be counted as 
a day in the time period. 

§ 58.3 Terminology. 

For the purposes of this part, the fol¬ 
lowing terminology shall apply: • 

Actions which may significantly affect 
the quality of % the human environment . 
Those actions for which section 102(2) 

(c) of NEPA would require the prepara¬ 
tion of an Environmental Impact State¬ 
ment (EIS>. Applicants assuming NEPA 
responsibilities pursuant to Title I and 
these regulations shall review each proj¬ 
ect proposed for fund release under Title 
I in accordance with the environmental 
review process described In these regula¬ 
tions in order to determine whether the 
applicant's request to HUD for the re¬ 
lease of Title I funds would constitute 
an action, were the applicant a Federal 
agency, which may significantly affect 
the quality of the human environment. 

Applicant. The applicant is the State 
or unit of general local government 
which makes Application pursuant to the 
provisions of 8ubpart D or Subpart E 
of 24 CFR Part 570. One or more public 
agencies, including existing local public 
agencies, may be designated by the chief 
executive officer of a State or a unit of 
general local government to undertake 
a Community Development Program in 
whole or In part, but only the State or 
unit of general local government may 
be the applicant under the subpart* 
cited above, and under this Part 58. Upon 
execution of its grant agreement with 
HUD. an applicant becomes a "recipient" 
under 24 CFR Part 570. As used in this 
Part 58. the term "applicant** include* 
'‘recipient** under Part 570. wrherc the 
context so requires. 

Chief executive officer . The chief ex¬ 
ecutive officer of a unit of local govern¬ 
ment means the elected official or the 
legally designated official, who has the 
primary responsibility for the conduct 
of that unit'A governmental affairs. Ex¬ 
amples of the "chief executive officer" 
of a unit of local government may be: 
The elected mayor of a municipality; the 
elected county executive of a county; the 
chairman of a county commission or 
board In a county that has no elected 
county executive; the official designated 
pursuant to law by the governing body 
of the unit of local government: or the 
chairman, governor, chief, or president 
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(os the case may be> of an Indian tribe 
or Alaskan native village. 

Environmental impact. Any alteration 
o l existing environmental conditions, or 
creation of a new set of environmental 
conditions, adverse or beneficial, caused 
or induced in Whole or in part, directly 
or indirectly, by a proposed project under 
Title I. 

Environmental Impact Statement 
< EIS». A written statement, prepared in 
accordance with NEPA and CEQ Guide¬ 
lines using such format as may be 
acceptable to HUD, describing any alter¬ 
ation of environmental conditions or cre¬ 
ation of a new set of environmental con¬ 
ditions. adverse or beneficial, caused or 
Induced by the action or set of actions 
under consideration, and the alternatives 
to stich action or group of actions. The 
statement should include a quantitative 
measure of magnitude and a qualita¬ 
tive measure of importance of the en¬ 
vironmental impacts. 

Environmental review and environ¬ 
mental review process. The entire proc¬ 
ess for compliance by the applicant with 
NEPA under this Port with respect to a 
project funded under Title I. 

Level of clearance finding. The appli¬ 
cant's determination pursuant to 158.15 
<d) as to which of the two levels of en¬ 
vironmental clearance applies. 

Project . An activity, or a group of ac¬ 
tivities as determined by the applicant in 
its sole discretion, to be assisted under 
Title 1. A project is an ' action” within 
the meaning of the CEQ Guidelines, 40 
CFR 1500.5. 

§ 58.1 [IWrYCtl] 

§ 58.5 General policy* 

fa) Applicants to assume NEPA re¬ 
sponsibilities . Except as provided at para¬ 
graph (b> of tills section, all applicants 
for assistance under Title I shall be re¬ 
quired to assume responsibility for car¬ 
rying out all of the provisions of NEPA 
relating to particular projects for which 
the release of funds is sought. In as¬ 
suming such responsibility, the appli¬ 
cant's chief executive officer shall carry 
out the responsibilities of the "respon¬ 
sible Federal official” as that term is used 
in NEPA and applicable regulations 
thereunder. Such responsibilities include, 
where applicable, the conduct of envi¬ 
ronmental reviews; decisionmaking and 
action as to environmental Issues: prep¬ 
aration and circulation of draft and final 
EIB's: and assumption of lead agency 
responsibilities for preparation of such 
statements in behalf of Federal agencies 
other than HDD when such agencies con¬ 
sent to such assumption. The chief ex¬ 
ecutive officer shall be subject to the Ju¬ 
risdiction of the Federal courts pursuant 
to section 104<h>; such chief executive 
officer shall not be represented by the 
Department of Justice in court, but rea¬ 
sonable defense coats, including the fees 
of attorneys and experts. Incurred in en¬ 
vironmental litigation may be funded 
from the applicant's grant amounts. 

The certification described at I 58.30 
must be submitted to HUD by the appli¬ 
cant prior to the release of funds for any 


such project as evidence of such assump¬ 
tion of responsibility. 

<b> Exception. HUD shah retain and 
carry out environmental review respon¬ 
sibilities for applicants found by HUD 
to lack the legal capacity to assume or 
carry out such responsibilities <sec 24 
CFR 570.803— Environment ). 

<1> An applicant wishing to claim 
such lack of legal capacity shall consult 
with the HUD official authorized to re¬ 
ceive tlie application In order to obtain 
appropriate Instructions* If an applicant 
claims lack of legal capacity, such claim 
shall be made prior to submitting its ap¬ 
plication. and if such claim is approved 
by HUD. the application when submitted 
shall be accompanied by a proposed 
draft EIS with accomp anyin g com¬ 
ments, as required by 24 CFR 570.603. 
Submission of an application without 
the proposed draft EIS and accompany¬ 
ing comments may be deemed by HUD to 
constitute a waiver of such claim. If, fol¬ 
lowing consultation with the applicant, 
HUD approves the claim, then the ap¬ 
plicant will not be permitted to assume 
environmental review’ responsibility for 
any proposal by It and the approval shall 
be effective with respect to the Com¬ 
munity Development Program (as de¬ 
fined at 24 CFR 570.3(f)) for the pro¬ 
gram year to which the application per¬ 
tains, unless an exception is approved 
by HUD. 

<2) Community associations (other 
than public entities which are also com¬ 
munity associations), and private de¬ 
velopers approved under Title VII of the 
Housing and Urban Development Act of 
1970 or Title IV of the Housing and Ur¬ 
ban Development Act of 1988. are con¬ 
sidered by HUD to lack the legal capacity 
to assume or carry out environmental 
review responsibilities. 

(c) Environmental review process. 
The environmental review process con¬ 
sists of a study by the applicant of each 
project to identify any environmental im¬ 
pacts of actions proposed to be taken by 
the applicant which are to be supported, 
in whole or In part, by Title I funds. 

(d) Determination of impact. In the 
environmental review process, the appli¬ 
cant must arrive at a determination as 
to whether or not any proposed project 
will result In any environmental Impact; 
the nature, magnitude and extent of any 
such Impact; whether or not any 
changes could be made in the project 
as proposed, or alternatives to such proj¬ 
ect could be adopted, to eliminate or 
minimize adverse impacts: and the level 
of environmental clearance which is ap¬ 
propriate. Such determination is largely 
a matter of judgment on the part of the 
applicant. Involving evaluation of avail¬ 
able facta, pursuant to the procedures 
and guidelines contained in this part, 
on the system. 

<e> Conditions and safeguards. If the 
applicant's environmental review proc¬ 
ess reveals conditions or safeguards 
which should be implemented when the 
project Is undertaken, in order to pro¬ 
tect or enhance environmental quality 
or minimize adverse environmental im¬ 
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pacts, then such conditions or safeguards 
shall be set forth in the environmental 
review record and the applicant shall use 
all appropriate means to assure that 
those conditions and safeguards are im¬ 
plemented. 

(f> Decision not to implement . If, 
through the environmental review proc¬ 
ess. the applicant concludes that the 
proposed project should not be imple¬ 
mented In whole or in part, then the 
applicant mav reprogram to another 
eligible project, In accordance with the 
applicable provisions of 24 CFR 570.305. 

(g) Comprehensive and carlv evalua¬ 
tion. Envlronmentol review should be 
conducted on as comprehensive a scale 
as Is feasible and should be commenced 
as early as practicable. The examina¬ 
tion to determine the potential conse¬ 
quences of a proposed project should, if 
possible, cover the expected period of 
impact. 

§58.6 (Referred] 

Subpart B—Environmental Reviews by 
Applicants Under Title I 

§58.7 |Rr»mid] 

§ 58.8 | llr^md 1 

§ 58.9 Fiimnriiil aMtttiinrr for environ¬ 
mental review. 

Applicants may utilize Federal finan¬ 
cial assistance to enable them to carry 
out environmental review pursuant to 
this Part, as follows: 

(a) Ten percent advance. For the pro¬ 
gram period beginning January 1, 1976, 
each applicant eligible to receive Title 
I grants may request HUD to advance 
up to ten per centum (10%) of the Title 
I amount allocated to it. In order to plan 
and prepare for the implementation of 
activities to be assisted under Title I. 
The planning and conduct of environ¬ 
mental reviews relating to the prepara¬ 
tion of Title I applications and projects 
thereunder may be so funded. <8ee 24 
CFR 570,302). 

<b) Funding costs of environmental 
review. After HUD approval of its Title 
I application, any applicant may utilize 
its Title I funds for environmental 
studies relating to the applicant’s com¬ 
munity development program for the 
program year, or subsequent program 
years. 

(c) Comprehensive planning assist¬ 
ance grants (701). Applicants eligible to 
receive HUD 701 Comprehensive Plan¬ 
ning Assistance grants may request 701 
funds for the development of environ¬ 
mental review systems as part of their 
comprehensive planning activities 

§ 58.10 [ Reser v ed 1 

§ 58.1 I Environmental review record. 

Applicants shall prepare and main¬ 
tain a written record of the environ¬ 
mental review pertaining to each proj¬ 
ect, which shall be designated the "En¬ 
vironmental Review Record”, and shall 
be available for review as part of the 
project proposal at the request of in¬ 
terested agencies, groups or individuals. 
The environmental review record, using 
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such format as may be acceptable to 
HUD. shall Include as applicable: 

(a) A description of the project to 
which it relates: 

<b) Documentation showing that each 
step in the environmental review process 
set forth in $ 58.15 has been performed, 
that the level of clearance flnding re¬ 
quired by 1 58.15(d) has been made, and 
is supported in the environmental re¬ 
view record; 

(C) Documentation showing that each 
step in the environmental review process 
under f 55.16 or fi 58.17. as the case may 
be. has been performed, and that the 
requirements of applicable subsections 
have been satisfied: 

(d) A description of the existing en¬ 
vironmental conditions, the environ¬ 
mental Impacts identified, modifications 
and changes made to compensate for 
environmental Impacts; 

<c) A copy of any Draft EI3. and tho 
comments on it, and the Pinal EIS; 

<f> Copies of historic preservatio n re- 
view analyses conducted under 36 CFR 
Part 800. showing satisfaction with each 
step of such process and support for any 
conclusion reached in connection there¬ 
with; 

(g> The written decision required by 
8 58.19(c) with respect to projects to 
which 8 58.19(c) Is applicable; 

<h) A copy of the notice required by 
8 58.30(a), the request required by 
8 58.30(b), and the certification and ac¬ 
companying statement required by 
8 58 30(c); 

(I) A copy of any environmental ob¬ 
jection received which pertains to the 
project; 

(J) A copy of any request for a waiver, 
and any waiver that may by issued un¬ 
der 8 58.25(a); 

<k> Evidence of any determination of 
the “lead agency'* under 8 58.27; 

(l) Copies of environmental analyses 
or reports, conducted under State or lo¬ 
cal law; and 

(m) Original counterparts or copies, 
as appropriate, of other documents ap¬ 
propriate in the judgment of the ap¬ 
plicant for Inclusion in the environmen¬ 
tal review record. 

§ 58.12 [It coerced] 

§58.13 l Reserved 1 
§ S8. I t l Uwrn rd | 

§ 58.15 Step* to commence environ¬ 
mental review pron*M. 

The manner in which the applicant 
carries out the environmental review 
process, including the concurrent historic 
preservation review, and other reviews 
required by the authorities set forth In 
8 58.1(a). Is largely within the discretion 
of the applicant. However, the process 
shall include the following steps: 

(a) Determine existing conditions . 
Existing environmental conditions and 
trends which are likely to occur absent 
implementation of the proposed project 
should be Identified. Such information Is 
an essential data base from which to 
assess and evaluate any effects of the 
project. 
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(b) Identify environmental impacts. 
An Identification of the nature, magni¬ 
tude and extent of all environmental 
impacts of the project, whether bene¬ 
ficial or adverse, should be identified. 

(c) Examine identified impacts. As to 
all environmental impacts of the pro¬ 
posed project which are identified: 

(1) Possible project modification. Ex¬ 
amine the project and consider ways In 
which the project or external factors 
relating to the project could be modified 
in order to eliminate or minimise any 
adverse environmental Impacts and en¬ 
hance environmental quality. The exam¬ 
ination should include consideration in 
light of the policies set forth in 8 58.1(b) 
of both positive and negative effects of 
any such modification In relation to de¬ 
sign. use. location, cost, and timing of 
the proposed project and its implementa¬ 
tion. 

(2) Alternative project f. Examine al¬ 
ternatives to the project Itself which 
would eliminate or minimize environ¬ 
mental Impacts or enhance environmen¬ 
tal quality. The examination should in¬ 
clude consideration of both positive and 
negative effects of any such alternatives 
in relation to design, use, location, cost, 
and timing, and consideration of the ef¬ 
fect of no project. 

(d) Level of clearance finding. Having 
completed each of the foregoing steps 
that may be applicable in the environ¬ 
mental review process, the applicant shall 
make one of the two level of clearance 
findings set forth below: 

(1) Finding that request for release of 
funds for project is not an action which 
may significantly affect the Quality of 
human environment. If the environmen¬ 
tal review process of the applicant re¬ 
sults in a flnding by the applicant that 
the request for release of funds for the 
proposed project is not an action which 
may significantly affect the quality of the 
human environment, then a document 
stating this finding and the facts and 
reasons supporting the flnding shall be 
prepared by the applicant and Included 
in the environmental review record. The 
document shall set forth sufficient In¬ 
formation to assure that each step in 
the environmental review process has 
been complied with, and applicant's con¬ 
clusion upon performance of each such 
step. (See f| 58 15 and 58.18.) However, 
compliance with other applicable laws 
and regulations set forth In 8 58.1 (aM3> 
is nevertheless required. 

(2) Finding that request for release of 
funds for project to an action which may 
significantly affect the quality of the hu¬ 
man environment. If the environmental 
review process of the applicant results 
in a finding by the applicant that the 
request for release of funds for the pro¬ 
posed project Is an action which may 
significantly affect the quality of the hu¬ 
man environment, then a document stat¬ 
ing this finding shall be prepared by the 
applicant and included In the environ¬ 
mental review record. An EIS is required 
for each action which may have such 
significant effect. 


§ 58.16 Slept lo complete environmental , 
review process where level of clear- I 
once finding i« that llir request for 
I lie rdciM? of fund* for project it 
unt an action which may significantly « 
nITecI the environment (no EIS), 

The following procedure shall be fol¬ 
lowed where the level of clearance find¬ 
ing is that specified in 8 58.15(d) (1): 

(a) Notice of finding of no significant 
effect . The applicant shall prepare a 
Notice of Finding of No Significant 
Effect on the Environment using such 
format as may bo acceptable to HUD. 
Such notice may be brief, but shall: (1) 
identify the project to which the clear¬ 
ance relates: (2) state that the applicant 
has found that the project has no signif¬ 
icant effect on the environment; (3> set 
forth the facts and reasons for such de¬ 
cision; (4) state that the applicant has 
made an Environmental Review Record 
respecting the project and indicate when 
and where the Environmental Review 
Record may be examined and copied; 
(5) state, if applicable, that no further 
environmental review of such project is 
proposed to be conducted and that the 
applicant Intends to request HUD to re¬ 
lease funds for such project; (6) Indi¬ 
cate that comments may be submitted to 
the applicant until a certain date which 
shall not be less than 15 days following 
its first publication and dissemination; 
(7) state the name and address of the 
applicant and the chief executive officer 
of applicant: and (8) be dated as of the 
time it is first published and dissemi¬ 
nated. 

(b) Publication and dissemindtion. The 
Notice of Finding of No Significant 
Effect on the Environment shall be pub¬ 
lished and disseminated In the *Ame 
manner as a Notice of Intent to File an 
EIS. ns described os 858.17(b) and will 
provide at least 15 days from the date 
of initial publication for public com¬ 
ment. 

(c) Completion . Following publication 
and dissemination of the Notice of Find¬ 
ing of No Significant Effect on the En¬ 
vironment and the expiration of any 
time fixed for comments, the environ¬ 
mental review process shall be complete, 
unless further proceedings arc found by 
the applicant to be necessary, due to re¬ 
sponses to such notice, or otherw ise. 

§ 58.17 Step# to complete cm iron mental 
review prorew where level ut clear¬ 
ance finding i« that the request for 
lltr release of fund* for project l* an 
action which may *igiiifieantly affect 
the environment (EIS required). 

The following procedure shall be fol¬ 
lowed where the level of clearance flnd¬ 
ing is that specified In 858.15(d) (2): 

(a) Notice of intent to file an EIS. As 
soon as practicable, the applicant shall 
prepare a Notice of Intent to File an EIS. 
Such notice may be brief, but shall: (1) 
Identify the projcct(s) to which the EIS 
will relate; (2) solicit the comments of 
all interested parties respecting the en¬ 
vironmental Impacts of such project(s) 
and indicate the time, manner and form 
in which such comments may be sub¬ 
mitted to the applicant; (3) specify an 
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estimated date for completion and dis¬ 
tribution of the Draft ELS. and <4) state 
the name and address of the applicant 
and the chief executive officer of the 
applicant. 

<b> Publication and dissemination. 
Copies of the notice of intent to file an 
EIS shall be sent to the local new media, 
individuals and groups known to be in¬ 
terested in the applicant's activities, 
local, state, and Federal agencies, the 
a-95 clearinghouse and others believed 
appropriate by the applicant. Such notice 
shall be published at least once in a news¬ 
paper of general circulation in the af¬ 
fected community, and shall be filed with 
the HUD official authorized to receive the 
application. 

(o) Public hearings—procedure . Prior 
to the preparation and distribution of a 
Draft EIS. the applicant shall determine 
whether it will conduct one or more pub¬ 
lic hearings at which the public may be 
heard respecting the preparation and 
contents of the Draft EIS. The applicant 
should also determine whether or not 
separate public hearings shall be held 
concerning the Draft EIS, or whether 
such public hearings shall be combined 
with other public hearings pertaining to 
the application of the applicant. All such 
public hearings concerning a Draft EIS 
shall be preceded by a Notice of Public 
Hearing, which shall be published and 
disseminated In the same manner as a 
Notice of Intent to File an EIS, as set 
forth in i 58.17(b). at least fifteen days 
prior to such hearing, and which shall: 

(1) State the date, time, place and pur¬ 
pose of the hearing; (2) describe the 
project, its estimated costs and the proj¬ 
ect area: <3> state that persons desiring 
to be heard on environmental issues will 
be afforded the opportunity to be heard: 
(4) state the name and address of the 
applicant and chief executive officer of 
the applicant: and <5> state where the 
Draft EIS can be obtained, whether in 
person or by mail, and any charges that 
may apply. 

<d) Public hearings—factors to con¬ 
sider. The determination of whether or 
not public hearings shall be held prior 
to distribution of a Draft EIS or after 
such distribution, or at any other time 
during the environmental review process, 
shall be within the reasonable discre¬ 
tion of the applicant. In determining 
whether or not to hold such public hear¬ 
ings on environmental issues, either 
separately, or in combination with other 
proceedings relating to the application of 
the applicant, the following factors 
should be considered; < 1 \ The magnitude 
of the projects, in terms of economic 
costs, the geographic area involved, and 
the uniqueness of size of commitment of 
the resources involved; i2> the degree of 
Interest In or controversy concerning 
the projects, as evidenced by requests 
from the public, or from Federal, State 
or local authorities, for information, or 
that a hearing be held; (3) the complex¬ 
ity of the issues and the likelihood that 
information will be presented at the 
hearing which will be of assistance to the 
applicant in carrying--out its environ¬ 
mental responsibilities respecting the 


particular projects; ( 4 ) the extent to 
which public Involvement has been 
achieved with respect to environmental 
concerns through other means, such as 
other public hearings, citizen participa¬ 
tion in the development of the applicants 
community development program and in 
formulation of Its application, meeting 
with citizen representatives and written 
comments on the particular projects. 

(e) Draft EIS. A Draft EIS shall be 
prepared in accordance with CEQ Guide¬ 
lines (40 CFR Part 1500). Copies of the 
Draft EIS shall be sent by applicant to 
CEQ (5 copies), and simultaneously to 
Federal agencies (except HUD) whose 
areas of jurisdiction by law or special 
expertise are Involved, to OMB-desIg- 
nated A-95 clearinghouses, to appropri¬ 
ate local agencies and entities. Including 
local and area planning agencies, and 
groups or individuals known by the ap¬ 
plicant to have an Interest in the pro¬ 
posed action of the applicant. The CEQ 
Guidelines (Appendix ID set forth a list¬ 
ing of the Federal agency jurisdictions 
and special expertise. Copies shall also 
be made available to the public. Upon 
filing of the Draft EIS with CEQ. a 
notice that the applicant has prepared 
a Draft EIS will be published by CEQ In 
the Federal Register. Commencing on 
the date of such publication, there shall 
be a minimum review period of 45 days 
for the Draft EI8, plus any extensions 
thereof initiated or granted by the ap¬ 
plicant. A Draft EIS most be on file 
with CEQ at least 90 days prior to sub¬ 
mission to HUD of a certification and 
request for release of funds for the par¬ 
ticular projects pursuant to ? 58.30. 

(() Final EIS. A Final EIS shall be 
prepared in ac cordance with CEQ Guide¬ 
lines (40 CFR Part 1500). The Final EIS 
must take into account and must respond 
to the comments received as the result of 
circulation of the Draft EIS. The Final 
EIS. including all comments received and 
the applicant’s responses thereto, shall 
be filed with CEQ (5 copies), and simul¬ 
taneously sent to all agencies and indi¬ 
viduals who commented on the Draft 
EIS. to the Environmental Protection 
Agency, A-93 clearinghouses, appropri¬ 
ate Federal, state, regional and local 
agencies, and shall be made available to 
the public. A final EIS must be on file 
with CEQ not less than 30 days prior to 
submission to HUD of a certification and 
request for release of funds for the par¬ 
ticular project pursuant to 158.30. If 
the Final EIS is filed within 90 days after 
publication by CEQ in the Federal Reg¬ 
ister of Notice of Receipt of the Draft 
EIS. then the minimum 30 day period 
tor review of the Final EIS. and the 90 
day period provided for in I 58.17(e) will 
run concurrently, to the extent that they 
overlap, 

§ .»8.I8 l.trnitntiort on union pending 
clearance* 

During the environmental review proc¬ 
ess and pending completion of the appro¬ 
priate environmental clearance proce¬ 
dures, the applicant may not use any 
funds to take any action with respect to 
the project under review where such ac- 
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tlon might have an adverse environ¬ 
mental effect, would Jmit choices among 
competing alternatives, or might alter 
the environmental premises on which the 
pending clearance Is based In such fash¬ 
ion that the validity of the conclusions 
to be reached would be affected. Except 
ns to exempt activities under f 58.21, no 
Title I funds will be released for a project 
until the Secretary shall approve said 
release of funds and the related certifica¬ 
tion. (See |« 58 30. 58 31 and 58.32). 

§58.19 < Unit inflation of pre\ioti« wetiv- 

itir*. 

(a) Original or ujydated environmen¬ 
tal review. A project which Is a continua¬ 
tion of a previously commended activity 
or activities for which no environmental 
review or clearance has been completed 
or for which previously conducted en¬ 
vironmental reviews are insufficient due 
to changed circumstances. Including the 
availability of additional data or ad¬ 
vances in technology, must be subjected 
to an original or updated environmental 
review under this part. Such review shall 
be carried out with respect to the entire 
project to the extent that the entire 
project or portions of it could still be 
altered In light of environmental con¬ 
siderations. 

<b> Procedures governing updated re¬ 
views. The following procedures shall 
govern the updating of environmental 

review**: 

(1) A new level of clearance finding 
shall be made which shall take into ac¬ 
count the information theretofore de¬ 
veloped and the new factors. 

(2) If information relating to such 
factors arises after a Draft EIS has been 
transmitted for circulation, but prior to 
the expiration date for receipt of com¬ 
ments, then a copy of any revision, 
amendment, addendum to the Draft EIS. 
or other issuance, shall be transmitted 
to all parties to whom the Draft EIS was 
transmitted, and to all parties who have 
commented thereon, and. where appro¬ 
priate. the applicant shall extend the 
time for comment on the Draft EIS. 

(3) If the time for comments on the 
Draft EIS has expired, but the Final EIS 
has not been circulated, then any revi¬ 
sion, amendment or addendum to the 
Draft EIS shall be transmitted to all par¬ 
ties to whom the Draft EIS was trans¬ 
mitted and to all parties who commented 
thereon, and a reasonable time for receipt 
of comments shall be fixed and allowed 
The Final EIS shall then reflect the addi¬ 
tional factors and contain the comments 
and responses respecting them. 

(4> If the Final EIS has been circu¬ 
lated. then it shall be revised and re¬ 
issued or an addendum thereto shall be 
prepared and distributed, as appropriate, 
to all parties to whom the Final EI8 
was distributed and to other* who have 
commented thereon. Such revision or 
addendum shall be subject to the pome 
review and comment procedures. Includ¬ 
ing those respecting time, as the Final 
EIS which is being updated. 

(c) No new environmental review A 
project which is a continuation of a 
previously commenced activity or nctivi- 
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tics for which environmental review or 
clearance has been completed and for 
which circumstances, including the 
availability of additional data or ad¬ 
vances in technology, have not changed 
significantly, requires no new environ¬ 
mental review or clearance by virtue of 
such project's funding under Title I. The 
applicant shall prepare a written decision 
to that effect, which shall set forth the 
reasons therefor. 

§ 58.20 (Reserved] 

§53.2! Exempt Ariiviii<«. 

(a) Certain planning activities eligi¬ 
ble for assistance under Title I are ex¬ 
empt from the requirements of this part, 
set forth below: 

<1) Environmental studies; 

(2) Purposes authorized by Section 
105(a) (12) of Title I. including activities 
necessary: 

U) To develop a comprehensive com¬ 
munity development plan; and 

(11) To develop a policy-planning- 
mnnagement capacity: and 

(3) For the first program year begin¬ 
ning on or after January 1, 1975. and 
only if the sole source of Federal funds is 
an advance pursuant to 24 CFR 570.302. 
activities necessary: 

(i) To plan and prepare for the imple¬ 
mentation of activities to be assisted un¬ 
der Title I: and 

(11) To continue previously approved 
urban renewal (Including Neighborhood 
Development Program) activities being 
carried out under Title I of the Housing 
Act of 1949 or previously approved model 
cities activities being carried out under 
Title I of the Demonstration Cities and 
Metropolitan Development Act of 1966. 
The phrase "previously approved" in the 
preceding sentence shall mean those ur¬ 
ban renewal and m^del cities activities 
that were approved and funded by HUD 
on or before June 30.1974. 

(b) The exemption from review pur¬ 
suant to this part does not exempt appli¬ 
cants from other reviews which may be 
required pursuant to the authorities set 
forth in S 53.1(a). 

§ 38.22 ami § 58.23 lIWrvn!] 

§ 58.2 1 FUfttoric preservation. 

Applicants must comply with the fol¬ 
lowing requirements relating to the 
Preservation of Historic and Archeologi¬ 
cal Data Act of 1974. Section 106 of the 
National Historic Preservation Act of 
1966 and Executive Order 11593 when¬ 
ever any property or district included 
In, or found by the Secretary of the In¬ 
terior pursuant to 36 CFR Part 800 to 
be eligible for Inclusion in. the National 
Register provided for by such Act. Is In 
the boundaries, or within the vicinity of. 
a project which is to be funded, in whole 
or in part, by Title I funds. 

(a) As part of the environmental re¬ 
view process each project shall be exam¬ 
ined in accordance with the Procedures 
for Protection of H istoric and Cultural 
Properties <36 CFR Part 800) for the 
purpose of identifying any National Reg¬ 
ister and National Register-eligible 
properties and determining whether or 
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not the prelect may affect the property. 
If the property Is not affected by the 
project, the applicant shall so state, in 
the environmental review record. 

<b) If the project will affect the prop¬ 
erty, the applicant, as part of the en¬ 
vironmental review process, shall carry 
out the procedures set forth at 36 CFR 
Part 800. 

§ 53.23 Projrflu requiring nn EI5. 

The following types of projects require 
the preparation and dissemination of an 
EIS: 

(a) Projects which would remove, de¬ 
molish, convert or emplace a total of 
500 or more dwelling units* unless the 
project is otherwise assisted by HUD and 
HUD waives the requirement for an EIS 
pursuant to HUD’s general environ¬ 
ment review regulations (HUD Circular 
1390.1 (38 FR 19182. July 18. 1973) as 
amended (39 FR 38922, November 4, 
1974)). 

<b) Water and sewer facilities proj¬ 
ects which wtll serve undeveloped areas 
of 100 acres or more. 

§ 58.26 l Reserved ] 

§ 58.27 Interaction of applicant and 
Federal ageneie*—lead agency rote. 

(a) Interaction with agencies other 
than HUD. Where a project is to be 
Jointly funded by one or more Federal 
agencies other than HUD and by HUD 
under Title I. and the preparation of nn 
EI5 U required by this part, a single 
agency, either the applicant or the other 
Federal agency, should assume responsi¬ 
bility as the "lead agency" for the prepa¬ 
ration and clearance of an EI8. with the 
other agencies providing assistance. In 
the event that the regulations of none 
of the Federal agencies other than HUD 
require an EIS for such project, but the 
applicant determines under this part 
that an EIS is required then the appli¬ 
cant shall assume the "lead agency" role, 
or shall otherwise prepare an HIS. which 
shall comprehend the actions of the oth¬ 
er Federal agency or agencies related to 
the project, as provided in the CEQ 
Guidelines. 40 CFR 1500.7(b). 

(b) Joint reviews—designation of lead 
agency . AH determinations respecting 
Joint environmental review or designa¬ 
tion of a "lead agency" to perform an 
environmental review shall be made and 
agreed upon between the applicant and 
any Federal agency involved, where prac¬ 
ticable. In the event an applicant and 
a Federal agency arc unable to reach such 
agreement, the applicant shall notify 
HUD. and HUD. with the advice and as¬ 
sistance of CEQ. will seek to obtain such 
agreement. 

§ 58.28-50-29 [ Reserved ] 

Subpart C—Releases of Funds for 
Particular Projects 

§ 58.30 Release of fundi upon certifica¬ 
tion. 

An applicant which has completed all 
applicable environmental review and 
clearance requirements as provided in 
this port with respect to a proposed proj¬ 
ect and which desires to submit a re¬ 


quest to HUD for the release of Title I 
funds for the project, shall comply with 
the following: 

(a) Publication of notice . An applicant 
shall, at least five (5) days prior to sub¬ 
mitting Its request for release of funds 
and certification, publish in a newspaper 
of general circulation in the community 
affected, a notice to the public, which 
shall: 

(1) Specify the date upon which the 
request and certification will be sub¬ 
mitted to HUD by the applicant; 

(2) Specify that such request and cer¬ 
tification relate to the application of the 
applicant for a grant of funds under 
Title I: 

(3) Briefly describe the project; 

(4) State that the applicant has pre¬ 
pared an environmental review record 
respecting the projects for which release 
of funds is sought, and specify when and 
where the same may be examined by the 
public and copies thereof obtained; 

(5) State the name and address of the 
applicant and of the chief executive 
officer of applicant 

<6> Include the following text, com¬ 
pleted as indicated: 

(Name of applicant) will undertake live 
project described above with Block Orant 
run da from the US. Department of Housing 
and Urban Development (HUD), under Title 
I of the Honing and Community Develop¬ 
ment Act of 1974 . inane of applicant) Is 
certifying to HUD that (name of applicant) 
and (chief executive officer). In his/her ofll- 
cial capacity as (office) . consent to accept 
the Jurisdiction of the Federal courts If an 
action Is brought to enforce responsibilities 
In relation to environmental revtewn. deci¬ 
sionmaking. and action; and that these re¬ 
sponsibilities have been satisfied. The legal 
effect of the certification Is that upon its 
approval, (name of app lican t) may use the 
Block Grant fund*. and HUD will have\atln- 
nod it* responsibilities under the National 
Environmental Policy Act of 11X59. HUD will 
accept an objection to Its approval of the 
release of funds and acceptance of the certi¬ 
fication only If it U on one of the following 
bases: (a) That the certification was not in 
fact executed by the chief executive officer of 
the applicant: or (b) that applicant's envi¬ 
ronmental review record for the project Indi¬ 
cates omission of a required decision, find¬ 
ing. or step applicable to the project In the 
environmental review process. Objections 
must be prepared and submitted In accord¬ 
ance with the required procedure <24 CFR 
Part 58), and may be addressed to HUD at 
(complete area office address: or the Denver 
Regional Office address in Region Vltf) Ob¬ 
jections to the release of funds on ba«es 
other than tho»e stated above will not be 
considered by HUD. No objection received 
after (date of last day tn the 15-day period) 
wUl be considered by HUD. 

(b) Request for release of funds — 
Form. A request for release of funds pur- 
suan t to this part shall be addressed to 
the HUD officer authorized to receive the 
application of applicant, shall be exe¬ 
cuted by the chief executive officer of ap¬ 
plicant, And may be submitted with or as 
part of an application, or At any time af¬ 
ter submittal of an application. Such re¬ 
quest shall in all case^ by accompanied 
by the certification of the applicant as 
stated at I 58.30(c) and shall: 

(1) State the name and address of the 
applicant; 
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(2) State that the applicant requests 
the release of funds for particular proj¬ 
ects, identify such projects and state the 
amount of funds requested to be released 
ns to each; 

(3) Be accompanied by the certifica¬ 
tion described In paragraph (c). 

(c) Certification-Form. A certification 
pursuant to this Part shall be addressed 
to the HUD officer authorized to receive 
tiie application of applicant, and shall: 

Cl) State the name and address of the 
applicant and be executed bv the chief 
executive officer of the applicant; 

(2) Specify that the applicant has fully 
carried out Its responsibilities for en¬ 
vironmental review, decision-making and 
action pertaining to the projects named 
in the request for release of funds: 

(3> Specify the levels of all environ¬ 
mental clearances carried out by the ap¬ 
plicant in connection with each project 
pertaining to the certification: 

(4) Specify the dates uoon which any 
statutory or regulatory time period for 
review, comment, or other response or ac¬ 
tion in regard to each such environmen¬ 
tal clearance commenced and has ex¬ 
pired, or will expire, and that with the 
expiration of each statutory or regula¬ 
tory time period the applicant is in com¬ 
pliance with the requirements of this 
part; 

(5) Specify that the chief executive 
officer of the applicant is authorized to 
consent to assume the status of a respon¬ 
sible Federal official, under NEPA, inso¬ 
far as the provisions of NFPA apply to 
the HUD responsibilities for environ¬ 
mental review, decision-making and ac¬ 
tion assumed and carried out by the ap¬ 
plicant, and that the chief executive 
officer so consents: by so consenting, the 
chief executive officer of the applicant 
assumes the responsibilities, where ap¬ 
plicable, for the conduct of environmen¬ 
tal reviews, decision-making, and action 
as to environmental Issues; preparation 
and circulation of draft and final EIS's; 
and assumption of lead agenev respon¬ 
sibilities for preparation of such state¬ 
ments on beh alf of Federal agencies oth¬ 
er than HUD when such agencies consent 
to such assumption; 

(6) 8peclfy that the chief executive 
officer of the applicant is authorized to 
consent, personally, and on behalf of the 
applicant, to accept the Jurisdiction of 
the Federal courts, for the enforcement 
of a ? l responsibilities referred to In 
ft 58.30(c) <5): and that the chief execu¬ 
tive officer so consents on behalf of the 
applicant and himself in his officio] ca¬ 
pacity only; 

(7) Be accompanied by a statement, 
over the signature of the attorney for the 
applicant, that the chief executive officer 
so consents on behalf of the applicant 
and himself in his official capacity only: 
that the applicant and the stating chief 
executive officer of the applicant, are 
authorized and empowered by law to 
make the certification, and that the same 
was duly made by the applicant and that 
the chief executive officer of the appli¬ 
cant in accordance with such authority 
and power; and if applicant made a 
claim of lack of legal capacity pursuant 
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to S58.5(b) and such claim was denied* 
that there has been no final decision by 
a court of competent Jurisdiction or leg¬ 
islation which has become effective since 
the denial of 6uch claim which may affect 
such denial. 

<8> Be accompanied by a statement, 
over the signature and seal of the clerk 
or other authenticating officer of the ap¬ 
plicant. stating that the chief executive 
officer of applicant is duly authorized to 
execute this certification, and that he 
did execute the same. 

§ 58.31 Objection! to release of fund*. 

HUD shal1 not approve the release of 
funds for any project until fifteen (15) 
days (as calculated pursuant to 558.2) 
have elapsed from the time HUD shall 
have received the applicant's request for 
the release of such funds and the certifi¬ 
cation pertaining thereto. Applicants 
shall not commit any funds which arc 
the subject of any request for the release 
of funds to nny project prior HUD’s ap¬ 
proval of such request. Any person or 
agency may object to an applicant's re¬ 
quest for the release of funds and the 
certification pertaining thereto, but HUD 
will consider such objections only if the 
conditions set forth in paragraphs (a) 
and (b> of this section arc satisfied, and 
the procedures in paragraph (d> of this 
section ore followed. HUD can refuse the 
request and certification on the grounds 
set forth in paragraph <b> of this sec¬ 
tion. Any decision by HUD approving or 
disapproving the request for the release 
of funds and the certification pertaining 
thereto shall be final. 

(a) Time for objecting. HUD must re¬ 
ceive objections within fifteen (15) days 
from the time HUD shall have received 
the applicant’s request for the release of 
funds and the certification pertaining 
thereto. 

(b) Permissible Bases : (1) That the 
certification was not. in fact, executed 
by the chief executive officer of the 
applicant; 

(2) That the applicant's environmen¬ 
tal review record Indicates that applicant 
has omitted to make one of the two level 
of clearance findings pursuant to 5 58.15 
(d>, or to moke the decision required by 
S 58 10(c), for the project, as applicable; 

(3) That the applicant's environmen¬ 
tal review record, with regard to a proj¬ 
ect for which the level of clearance find¬ 
ing in i 58 15(d) U> was made. Indicates 
tliat the applicant has omitted one or 
more of the steps set forth at: ft 58.15(a); 
ft 58.16(b); 158.15(0(1); 5 58.15(c)(2); 
ft 58.16(a); or. ft 58.16<b); 

(4) That the applicant's environmen¬ 
tal review record, with regard to a proj¬ 
ect for which the level of clearance find¬ 
ing 158.15(d)(2) was made, indicates 
that the applicant has omitted one or 
more of the steps set forth at; ft 58.17 
(a); ft 58.17(b); ft 58.17(c) only if ap¬ 
plicant has decided to conduct a public 
hearing as a part of its environmental 
review of the project; ft 58.17(e); or 
8 58.17(f); 

(5) That the applicant’s environmen¬ 
tal review record indicates that, with 
respect to a property listed on the Na- 


1399 

tlonal Register of Historic Places, or 
found to be eligible by the Secretary of 
Interior pursuant to 36 CFR Part 800 
for Inclusion In such Register, and which 
is affected by the project, no oppor¬ 
tunity was given to the Advisory Coun¬ 
cil on Historic Preservation or Its Exec¬ 
utive Director to review the effect of 
the project on the property in accord¬ 
ance with the procedures set forth at 36 
CFR Part 800; or, 

(6) That with respect to a project 
for which the applicant has decided that 
ft 58.19(c) applies, the applicant has 
failed to include in the environmental 
review record the written decision re¬ 
quired pursuant to ft 58.19(c). 

(c) Public and agency objections. The 
only bases upon which HUD will consider 
the objection of any person or agency to 
the certification of an applicant, or to the 
approval by HUD of such certification, 
are set forth at ft 58.31(b). Ot her o bjec- 
tions will not be considered by HUD; but 
may be addressed to the applicant, and 
the chief executive officer of the ap¬ 
plicant. 

(d) Procedure. A person or agency ob¬ 
jecting to an applicant's request for the 
release of funds and the certification per¬ 
taining thereto shall: 

(1) Submit such objection In writing, 
to the HUD officer authorized to receive 
the application of the applicant; 

(2) Specify the name, address and tele¬ 
phone number of the person or agency 
submitting the objection, and be signed 
by the person or authorized official of 
the agency; 

(3) Bcdited when signed; 

(4) Specify the bases for objection, and 
the facts or legal authority relied upon 
in support of the objection; 

(5) Indicate that a copy of the objec¬ 
tions has been mailed or delivered to the 
chief executive officer of the applicant. 

§ 58.32 Effect of approval of certifica¬ 
tion. 

(a) NEPA responsibilities of HUD. The 
approval by HUD of the certification of 
an applicant is deemed to satisfy the re¬ 
sponsibilities of the Secretary under 
NEPA Insofar as those responsibilities 
relate to the application and releases of 
funds under Title I for projects which 
arc covered by such certification. 

(b) Public and agency redress. Per¬ 
sons and agencies seeking redress in rela¬ 
tion to environmental assessments cov¬ 
ered by an approved certification shall 
deal with the applicant and not with 
HUD. It shall be the policy of HUD. fol¬ 
lowing the approval of a certification, not 
to respond to inquires and complaints 
seeking such redress, and only to refer 
such inquiries and complaints to the ap¬ 
plicant and the certifying officer of the 
applicant. Other remedies for non com¬ 
pliance. in addition to those stated in this 
Part, are set forth at 24 CFR 570.913. 

Effective date. These regulations are 
effective on January 7. 1975. 

Jakes L. Mircnru., 

Under Secretary for 
Housing and Urban Development . 

(FR Doc. 75-56 Piled 1-6-75; 8:46 am) 
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RULES AND REGULATIONS 


Title 32—National Defense 

CHAPTER VI—DEPARTMENT OF THE 
NAVY 

SUBCHAPTER D—PROCUREMENT, PROPERTY. 
PATENTS. AND CONTRACTS 

| NAVMAT-P-4202 ] 

PART 737—NAVY PROCUREMENT 
DIRECTIVES 


The Navy Procurement Directives, 
1974 Edition. (NAVMAT P-4202) is pub¬ 
lished by the Chief of Naval Material in 
accordance with the policies and direc¬ 
tions of the Assistant Secretary of the 
Navy (Installations and Logistics) pur¬ 
suant to the authority contained in Sec¬ 
retary of the Navy Instruction 4200.29 of 
August 3,1973. 

The Navy Procurement Directives 
supplements, within the Department of 
the Navy, the provisions of the Armed 
Service Procurement Regulations (32 
CFR. Subcliapter A). 

The Navy Procurement Directives, 
1974 Edition, which superseded the 1906 
Edition as revised through Revision No. 
13 of October 1973, was issued on April 30. 
1974. and became effective at all appli¬ 
cable echelons upon receipt. This Part 
737 of Title 32, Code of Federal Regula¬ 
tions, contains the Navy Procurement Di¬ 
rectives. 1974 Edition, as revised through 
Revision No. 2 of September 30, 1974. 

Navy procuring activities should direct 
inquiries concerning comments as to ad¬ 
ditions. deletions, or corrections, to the 
Chief of Naval Material iMAT 021). 
Navy Department, Washington, D.C, 
20360. Under the provisions of Section 
553<a> (D of Title 5, United States Code, 
the Navy Procurement Directives are ex¬ 
empt from public rule-making proce¬ 
dures. 


PART 737—NAVY PROCUREMENT 
DIRECTIVES. 1974 EDITION 


Subpart A—General Provisions 


737 1-100 

737.1- 101 

737.1- 102 

737.1- 103 

737.1- 103-1 

737.1- 105 

737.1- 106-1 

737.1- 105-2 
737 1-106-3 


Introduction. 

Purpoae of NPD. 
Applicability of NPD. 
Arrangement of NPD. 
Arrange mont. 

Amendment of Regulations. 
Recommended changes 
NPD and AS PR. 
Amendment of NPD. 
USKUCOM Supplement 
A8PR. 


to 

to 


737.1-107 
737 1-108 
737 1-109 


737.1- 109-1 

737.1- 109-2 

737.1 100 3 

737.1 109-4 

737.1- 109 5 


Distribution of ASPR and 
NPD Materials. 

Publications of the military 
departments. 

Deviations from this regula¬ 
tion and Department of 
Defense publications gov¬ 
erning procurement. 

Applicability. 

Deviations from ASPR End 
other DoD (publications 
affecting one contract or 
transaction). 

Deviations from ASPR and 
other DoD publications af¬ 
fecting more than one con¬ 
tract or contractor. 

Deviations required by Gov¬ 
ernment -to - Government 
agree menu. 

Requests for approval of pro¬ 
posed deviations. 


Sec. 

737.1-109-60 


737.1- 109-51 

737.1- 109-52 

737 1-109 53 


737.1-109-54 


737.1- 109-55 

737.1- 111 


7371-111-60 


737.1- 111-51 

737.1- 113 

737.1- 113-2 


737.1- 200 
737 1-201 

737.1- 300 
7374-302 

737.1- 302 2 

737.1- 320 

737.1- 321 


737.1- 322 

737.1- 333 

737.1- 350 

737.1- 350-1 

737.1- 350-2 

737.1- 351 

737.1- 351-2 

737.1- 351-5 

737.1- 351-7 


73t 1-351 9 

737.1-352 

737 1-361 
737 1-362 
737 I 363 


737.1- 400 
737 1-401 

737.1- 401-51 


Deviations from the NPD and 
other departmental publi¬ 
cations. 

Deviations from maximum fee 
limitations. 

Deviations Involving patents, 
copyrights, and technical 
data. 

Other deviations from the 
mandatory provisions of 
ASPR, DoD directives, NPD 
and other departmental 
publications. 

Contents of proposed devia¬ 
tions 

Control of deviation*. 

Reports of suspected crimi¬ 
nal conduct and noncom¬ 
petitive practices, kick- 
backs, and other procure¬ 
ment irregularities. 

Fraud in connection with 
procurement and property 
disposal. 

Reports under the gratuities 
clause. 

Standards of Conduct. 

Organisational conflicts of 
interest. 

Definitions of terms. 

Definition*. 

General policies. 

Sourer* of supplies and serv¬ 
ices. 

Proposal evaluation and 
source selection. 

Industrial security. 

Warning notation on classi¬ 
fied matter distributed to 
induatry. 

Disposal of classified data 
furnlPhed to contractors. 

Publication by contractors of 
financial data Invoicing se¬ 
curity Information. 

Scheduling of procurement. 

Minimum Obligation of 
funds. 

Adequate procurement lead 
time. 

Preparation and distribution 
of contractual documents. 

Referencing publications in 
contractual documents. 

Copies of contracts requested 
in Navy MlPRs. 

Notification to field contract 
administrator of the identi¬ 
fication of the organisa¬ 
tional unit or code within 
the contracting activity re¬ 
sponsible for contract ad¬ 
ministration functions. 

Delivery status Information 
on procurements for tho 
ILP (International Logis¬ 
tics Program). 

Limitation on contract 
amendments for new pro¬ 
curement. 

Commercial advertising by 
Navy contractors. 

Purchase of liquid carbon 
dioxide. 

Participation by naval plant 
representative offices (NAV 
PROs) and supervisors of 
shipbuilding. convention 
and repair (SUPSHIPS) In 
REP preparation, evalua¬ 
tion of proposals and source 
aelectlou. 

Procurement responsibility 
and authority. 

Responsibility of procuring 
activities. 

Responsibility of tho Naval 
Supply Systems Command. 


8eo. 

737^-401-62 

737.1- 401-63 

737.1- 401-54 

737.1- 401-65 

737.1- 401-56 

737.1- 401-57 

737.1- 403 

737.1- 403-50 

737.1- 403-51 

737 1-403-52 
7371-403 53 

737.1- 403-54 

737.1- 403-65 


737.1- 403-66 

737.1- 403-57 


737 1-403-60 

737.1- 403-6! 
737 1-405 

737.1- 405-50 

737.1- 405-51 


737.1- 406 

737.1- 406-50 


737.1- 407 
737 1-408 

737.1- 450 
7374-451 
737 1-451-1 

737.1- 461-2 

737.1- 451-3 
7374-452 


Responsibility of Office of 
Naval Research for research 
contracts with educational 
and nonprofit institution*. 

Naval Facilities Engineering 
Command (NAVFACENG 

COM) cognizance public 
works and civil works. 

Responsibilities under coor¬ 
dinated procurement. 

Contractor claims; policies 
and procedures. 

Contractor appeals to the 
armed services board of 
contract appeals iASBCA); 
policies and procedures. 

Navy claims against the con¬ 
tractor. 

Requirements to be met be¬ 
fore entering into con¬ 
tracts. 

Business clearance. 

Business clearance require¬ 
ments. 

Con ten ^ of business clearance 
memoranda. 

Business clearance memo¬ 
randa numbering instruc¬ 
tion*. 

Utilization of headquarters 
Naval Material Command 
flies. 

Legal approval of contract* 
by the Office of the General 
Counsel. 

Tuition for civilian employee 
training. 

Prior approval of contracts 
for management engineer¬ 
ing organization and man¬ 
agement-type surveys and 
studies. 

Reports after execution of 
small business partial set- 
asides. 

Reports after execution of 
advertised contracts. 

Selection, appointment, and 
termination of appoint¬ 
ment of contracting offi¬ 
cer*. 

General 

Contracting authority of 
head, coordinated negotia¬ 
tion staff (MATC2D).head¬ 
quarters, Naval Material 
Command. 

Contract, admin bitratlon 
functions. 

Responsibilities of the naval 
plant representative offices 
(NAVPRO*) and supervi¬ 
sor* or ahtpbutiding, con¬ 
version and repair (SUP 
SHTP,» 

Functions of defense contract 
audit agency (DCAA) of¬ 
fices. 

Relationships—DCAA and 
purchasing and contract 
administration offices. 

The Assistant Secretary of 
the Navy (I4cL). 

Headquarters Naval Material 
Command. 

Authority and responsibility 
of the Chief of Naval Mate¬ 
rial. 

Organization and functions 
of the headquarters Naval 
Material Command. 

Procurement policy advisory 
group. 

Office of the Oeneral Coun¬ 
sel for the Department of 
the Navy; legal services In 
the field of business and 
commercial law. 
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1103 


See 

737.1- 452-1 

737.1- 454 


737.1- 600 

737.1- 601 


737.1- 601-3 

737.1- 003 

737 1-604 

737.1- 605 

737.1- 700 

737.1- 702 

737.1- 702-60 


737.1- 704 

737.1- 704-60 

737.1- 706 

737.1- 706-1 

737 1-706-5 

737.1- 707 

737.1- 707-4 

737.1- 000 

737.1- 050 

737.1- 1000 
737 1-1002 

737.1- 1002-6 

737.1- 1002-60 


737.1-1004 


Legal aproval of contracts. 

Responsibilities of tho Navy 
publication and printing 
service (NPP8). 

Debarment, ineligibility, and 
suspension. 

EwtabiUbment and mainte¬ 
nance of records and lists 
of flrma or Individuals 
debarred, ineligible or sus¬ 
pended. 

Joint consolidated list of de¬ 
barred. Ineligible and sus¬ 
pended contractors. 

Grounds for listing and 
treatment to be accorded 
listed concerns. 

Administrative debarment of 
firms or individuals (Type 
A). 

Suspension of Arm or Indi¬ 
vidual. 

Small business concern. 

Genon&l policy. 

Dissemination of lUtlngs of 
commodities and services 
purchased by Navy activi¬ 
ties. 

Small buicincft* officials. 

Council of small business 
specialists. 

Rct-asldes. 

Documentation of small busi¬ 
ness set-aside action. 

Total set-asides. 

Subcontracting with small 
bits! ness concerns. 

Responsibility for reviewing 
subcontracting program. 

Responsible prospective con¬ 
tractors. 

Navy contractor experience 
list. 

Publicizing procurement ac¬ 
tions. 

Dissemination of Informa¬ 
tion relating to Invitation 
for bids and requests for 
proposals. 

Paid advertisements In news¬ 
papers and trade journals. 

Announcement of new ma¬ 
jor system/project pro¬ 

curement. 

Announcements of contracts 
valued at 41.000.000 or 


737.1- 1007 

737.1- 1100 

737.1- 1102 

737.1- 1104 

737.1- 1100 

737.1- 1600 

737.1- 1504 


737.1- 1000 

737.1- 1002 


737.1- 2100 

737 1-2100-1 

737.1- 2110-2 

737.1- 2100-3 

737 1-2110-4 

737.1- 2100-6 

737.1- 2101 


737.1-2101-1 


more 

Public release of long-range 
procurement estimates. 

Qualified products. 

Responsibility for qualifica¬ 
tion. 

Availability of lists 

Inadequate competition. 

Options. 

Establishment of procedure 
to Insure timely exercise 
of contract options 

First article approval. 

Placement of additional pro¬ 
curements prior to first ar¬ 
ticle approval of the some 
item under a previous con¬ 
tract. 

Advance procurement plan¬ 
ning. 

General. 

Applicability. 

Initiation of advance pro¬ 
curement planning. 

Responsibility for prepara¬ 
tion. 

Approval 

Guidelines for development 
of advance procurement 
plan 

Establishment of cut-off 
dates. 


737.1- 2101-2 

737.1- 2101-3 

7371-2101-4 


Classification of APPs. 
Execution of advance pro¬ 
curement plans. 

Sample format. 


Subport B—Procuramont by Formal Advertising 


737.2- 100 
737.2 103 

737 2-COO 

7372 203 
737-2-203-1 

737.2- 300 

737.2- 303 
737.2 303 -2 

737.2- 305 

737.2- 400 

737.2- 404 
737J2-404-2 
737.2 406 
737.2 -406- 3 
737.2 407 
737.2 407-6 

7373 407 0 
7372-450 


Use of format advertising. 

General requirements for for¬ 
mal advertising. 

Solicitation of bids. 

Methods of soliciting bids. 

Mailing or delivering to pros¬ 
pective bidders. 

Submission of bids. 

Late bids. 

Consideration for award 

Late modification and with¬ 
drawals 

Opening of bids and award of 
contract. 

Reject Ion of bids. 

Rejection of individual bids. 

Mistakes In bids 

Other mistakes 

Award. 

Equal low bids. 

Protests against award 

Procedures for requesting de¬ 
cisions from the Comptrol¬ 
ler General prior to con¬ 
tract award. 


Subpart C—Procurement by Negotiation 


737.3- 200 

737.3- 201 
737 3-201-50 
737 3-202 

737.3- 202-3 

737.3- 205 

7373 205-3 
737.3 -207 
737 3 207-3 
737 3-20# 


737 3- 20# 3 
737 3 210 


737.3-210-3 
737.3**21 i 

737.2- 211 -3 
7373-212 

737.3- 212-3 
7373-213 


737.3-213-3 

737-3-214 


737.3*214-3 

737.3- 215 

737.3- 215-2 
7373-216 


7373-216-3 
7373-217 
7373-217-2 
7373-300 
737.3 303 

7373-305 

7373-305-50 

7373-300 


Circumstances permitting ne¬ 
gotiation, 

National emergency. 

Memorandum for file 

Public exigency 

Limitation. 

Services of edudcatlonal in¬ 
stitutions. 

Limitation. 

Medicines or medical supplies. 

Limitation. 

Supplies purchased for au¬ 
thorized resale. 

Limitation. 

Supplies or services for which 
It Is Impracticable to secure 
competition by formal ad¬ 
vertising. 

Limitation. 

Experimental, developmental, 
or research work. 

Limitation 

Classified purchases 

Limitation. 

Technical equipment requir¬ 
ing standardization and 
Interchangeability of parts. 

Limitation. 

Technical or specialized sup¬ 
plies requiring substantial 
initial investment or ex¬ 
tended period of prepara¬ 
tion for manufacture. 

Limitation. 

Negotiation after advertls- 
Id*. 

Limitation. 

Purchases In the interest of 
of national defense or in¬ 
dustrial mobilization. 

Limitation. 

Otherwise authorized by law. 

Application. 

Determinations and findings. 

Determinations and findings 
by a contracting officer. 

Forms of determinations and 
findings 

General. 

Procedure with respect to de- 
determinations and find¬ 
ings. 


737 3-306-50 


Definition of terms 


Sec. 

737 3-306 51 


7373-3CG-52 

737.3-306-53 

7373-306-64 


7373-306-55 


7373 400 
7373408 
737 3-400 

7373-410 

7373-410-2 

7373-500 

7373-507 

737.3- 607-30 

737.3- 700 
7373-705 
7373-750 
7373-800 

7373-803 

7373-807 

7373-807-3 

737.8-807-5 


737.3-807-6 
7373 #07-10 
737 3-807-53 


7373 807-56 


737.3-307-56 


7373-811 
7373-1000 


7373-1000-1 

7373-1004 

7373-1006 


7373-1006 

7373-1007 

7373-1008 

7373-1050 

7373-1061 

7373-1100 

737 3-1100-1 


7373-1100 2 

7373-1200 

7373-1203 

7373-1206 

7373-1211 


7373 1250 


Submission of “Request for 
Authority to Negotiate" for 
Individual purchase or con¬ 
tract. 

Preparation of RAN NAV 
EXOS form 2750. 

Class determinations and 
findings (CDF's), 

Additional procedure with 
respect to determinations 
and findings under the 
standardization program 
Documentation of file* for 
negotiation under EX¬ 
CEPTION < 10). 

Types of contracts. 

Letter contract. 

Indefinite delivery type con¬ 
tracts. 

Other types of agreements 
Basic ordering agreement 
Solicitations of proposal* 
and quotations. 

Treatment of procurement 
Information. 

Safeguarding of proposal* 
and quotations. 

Negotiated overheated rate* 
Procedure. 

Method of interim payment 
Price negotiation policies and 
techniques. 

T>pe of contract. 

Pricing techniques. 

Cost or pricing data. 

Review and evaluation of 
subcontractor's proposal by 
field contract administra¬ 
tive offices. 

Refusal to provide coat or 
pricing data. 

Subcontracting considera¬ 
tions in cost analysts. 
Substantiation of obstacles 
or residual Inventory 
charges In pricing and 
repricing actions. 

Equitable price reduct Iona 
for failure to meet con¬ 
tract requirements. 
Consideration of Income tax 
payments In defective 
pricing adjustment*. 
Record of price negotiation 
Contractor's weighted aver¬ 
age share In cost risk 
(CWA8). 

8rope of part. 

Application of CWAS. 
Procedures for determining a 
contractor's weighted av¬ 
erage share In cost risk, 
Reporting procedure. 
Determination and verifica¬ 
tion. 

Maintenance of records 
Audit services. 

CWAS coordinating group. 
Acquisition of automatic 
data processing equipment. 
Contractor acquisition of Au¬ 
tomatic data processing 
equipment (ADPE). 
Procedures for obtaining 
technical ADP assistance 
Cost accounting standards 
Prime contractor disclosure 
statement <*). 

Subcontractor disclosure 
statements. 

Waiver of cost accounting 
standards, rule*, and regu¬ 
lations. 

Navy cost accounting stand¬ 
ards (Navy-CAS) board 
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Subpart D—Special Typtt and Methods of 
Pro:urtmtnt 


8ee. 


737.4- 100 

737.4- 111 

737.4- 110 

7374-116-4 

737.4- 116-60 


Procurement of research and 
development. 

Special use allowance for re¬ 
search foci) 1 ties required 
by educational Institution*. 

Government property under 
research and development 
contracts. 

Transfer of title to equip¬ 
ment to nonprofit educa¬ 
tional or research institu¬ 
tions. 

Transfer of title under re¬ 
search grant*. 


Subport C—Interdepartmental and Coordinated 
Procurement 


737.6-600 

7374-601 

7376-1100 

737.5- 1102 

737.5- 3000 

737.5- 2002 


737 5-2003 
737.5-200C-1 


737.6**2003-2 


737.5-2003-3 

737 6-2004 
7376-2003 


7376-2100 

7376-2101 


7376-2102 


Procurement of printing and 
related supplies. 

Printing and related supplies. 

Coordinated procurement. 

Responsibilities under single 
procurement. 

Intra-Navy procurement as¬ 
signments. 

Responsibility of the Naval 
Supply Systems Command 
for common-use Items 
listed In the catalog of 
Navy material. 

Utility nenrlce*. 

Contracts for electric power, 
gas. water, and othef utili¬ 
ties. 

Utility services for contrac¬ 
tor-operated activities at 
Government-owned facili¬ 
ties. 

Te'enhone faculties and serv¬ 
ices. 

Rosiest ate. 

Automotive, construction, 
and materials handling 
equipment. 

Services of ships and crafts. 

Services at ships and crafts 
for other than transporta¬ 
tion. 

Charter party agreements. 


Subpart F—Foreign Purchase 


737.6- 100 

737 6-103 

737.6- 103-2 

737 6-103-6 
737 6-104 
737.0-104-4 

7376-104-6 
737,6 200 

737.6- 203 
737 6-203-1 


Buv American AH—supply 

and service contract*. 

Exceptions. 

Nonavailability in the United 
8 tales. 

Cm dl tt supplies. 
Procedures. 

Evaluation of bids and pro¬ 
posals. 

Contract administration. 

Buy American Act—construc¬ 
tion contracts. 

Exception*. 

Nonavailability In the United 

States. 


737 6-204 
737.6-204-3 

737 6-300 


737.6- 304 

737.6- 304-1 


737 6 400 

737.6—402 

737.6600 


Procedures. 

Evaluation of bid* and pro¬ 
posal*. 

Appropriation Act restriction* 
on procurement of foreign 
supplies. 

Procedure*. 

Procurement of food, cloth¬ 
ing. woven a ilk and woven 
silk blends, spun silk yarn 
for cartridge cloth, syn¬ 
thetic fabric or coated syn¬ 
thetic fabric. Items con¬ 
taining mohair or cotton, 
or sneclaMty metals. 

Purchases from soviet-con¬ 
trolled ares*. 

Exceptions. 

Canadian purchases. 


Sec, 

737.6-503 


737.6- 600 

737.6- 603 

737.6- 603-4 

737.6- 605-5 
737 6-700 

737.5- 702 

737.6- 705 


737.6- 705-1 

737.6- 705 2 

737.6- 705-3 

737.6- 800 

737.6- 605-2 

737.6- 805-5 


737.6-000 


737.6-002 


737 6-003 


737.6-1000 


737.6- 1001 

737.6- 1003 

737.6- 1100 


737.6- 1106 

737.6- 1106-3 


Agreement with Department 
of Defense production 
(Canada). 

Duly and customs. 

Emergency purchases of war 
materials abroad. 

Custom entries and duty-free 
certificate*. 

Immediate release permits. 

Military assistance program 
procurements. 

Determination* and ap¬ 
provals. 

United State*/Australian off¬ 
set agreement under the 
foreign military sales 
(PMS) program. 

Qsntvai. 

Background. 

Contract clause. 

Balance of paymenta pro¬ 
gram. 

Procurement limitation*. 

Use of excess United States- 
owned foreign currencies 
for payment of contracts In 
fovet rai wabtrlst 

Oovcrn merit- to-Oo vemme o t 
agreements and coordina¬ 
tion with overseas com¬ 
mands. * 

United 8Utes/Auxtrlall*n 

contract administration 
service* agreement. 

Coordination with overseas 
commands and activities 
procurement In Europe. 

Exemption of certain con¬ 
tract* with foreign contrac¬ 
tors from the requirement 
for an examination of rec¬ 
ords clause. 

Statutory requirement*. 

Requests for determinations 
and finding*. 

Use of United 8tates-owned 
foreign currency for pay¬ 
ment of contracts. 

Awards. 

Award* requiring approval by 
by higher authority. 


Subpart G—Contract Clauses 

737.7- 100 Clauses for fixed-price supply 

contracts. 

737.7- 104 Clauses to be used when ap¬ 

plicable. 

737.7- 104-11 Excess profit. 

737.7- 104-501 Progress payments. 

737.7- 104-502 Invoicing InstrucUons for 

multiple destinations. 

737.7- 104-504 Certificate of conference op¬ 

tion clause. 

737.7- 104-505 Total system responsibility. 

737.7- 105 Additional clause*. 

737.7- 105-4 Notice of shipment*. 

737 7-150 Clause for reserve pending ex¬ 
ecution of release. 


737.7-200 


737.7- 203 

737.7- 203-8 

737.7- 204 


737.7-204-50 


737.7- 205 

737.7- 205-51 

737.7- 300 


737.7- 304 

737.7- 400 


Clauses for coat-reimburse¬ 
ment type supply con¬ 
tracts. 

Required clause*. 

Subcontract*. 

Clause* to be used when 
applicable. 

Invoicing Instruction* for 
multiple destination*. 

Additional clauses. 

Notice of shipment*. 

Clauses for fixed-prloe re¬ 
search and development 
contracts. 

Additional clause*. 

Clauses for coat-reimburse¬ 
ment type research and de¬ 
velopment contracts. 


8ec. 

737*7-402 

Required clauses. 

737.7-402-8 

Subcontracts. 

737 7 600 

Clauses for construction and 

737.7-602 

architect-engineer con¬ 

tracts. 

Clause to be used when ap¬ 

737.7-800 

plicable. 

Clause* for letter contract*. 

737.7-802 

Required clause*. 

737.7-802-5 

Dcflnttlzatlon. 

Subpart H 

—Termination of Contracts 

7376-700 

Clause*. 

737.8-750 

Special purpose clause*. 


Subpart I—Patents, Data, and Copyrights 


737.0-100 

7376-103 


7376-103-1 


7376-107 


7376 107-50 

.* 

7376-100 
7376-300 

7376-301 


737.6-400 


7376-401 


7376-413 


Subpart 

737.10- 100 

737.10- 112 


737 10-112-50 
737 10-300 
737.10-301 
737.10 301-50 


737.10-301-51 


737.10-351 


737.10- 500 

737.10 301 
73710-501-60 

737.10- 503 50 


737.10- 552 

737.10- 700 

737.10- 700.1 

737.10- 701 


Patent*. 

Patent Indemnification of 
Government by contrac¬ 
tors. 

Patent Indemnification In fa¬ 
cilities contract*—commer¬ 
cial statu* predetermined. 

Patent rights under contract* 
for research and develop¬ 
ment. 

Enforcement of reporting re¬ 
quirements of patent rights 
clause*. 

Follow-up of patent right*. 

Foreign license and technical 
assistance agreement*. 

Technical information for 
foreign release under sec¬ 
tion 414 of the Mutual Se- 
urlty Act of 1054, a* 
amended (22 U5.C 1634) 
and under the Foreign As¬ 
sistance Act of 1901 (22 

U-8.C. 2356). 

Processing license*, assign¬ 
ment*. and infringement 

claims. 

Reporting of patent* trade¬ 
mark, or copyright In¬ 
fringements. 

Register of Government In¬ 
terest In patent*. 

i—Bonds, Insurance, and 

Indemnification 

Bonds. 

Execution and administra¬ 
tion of bonds and consent* 
of surety. 

Bond*. 

Insurance, general 

General. 

Procedure for treating claims 
by third person* under 
Navy contracts providing 
for assumption of risk by 
the Government. - 

Payment of amounts duo 
contractor* upon final com¬ 
putation of Insurance 
under Government-type 
retrospective rating plan. 

Authority of the contract In¬ 
surance section, procure¬ 
ment policy branch, head¬ 
quarter* Naval Material 
Command. 

Insurance under cost-reim¬ 
bursements type contracts 

Policy. 

Liability of subcontractors 
to third person*. 

Government property In 
procession of subcontract¬ 
ors. 

Leases. 

Indemnification of contrac¬ 
tors and subcontractors. 

General. 

Indemnification under re¬ 
search and development 
oon tracts. 
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Sec. 

787 JO-702 Indemnification under other 
than research and develop- 
raent contracts against un¬ 
usually hazardous rinks 
and nuclear risks not con- 
aid cred unusually haz¬ 
ardous. 


Subpart K—(Reserved] 
Subpart t—Labor 


737.12- 100 
737.12 102 

737.12- 102-4 

737.12- 102-7 

737.12- 102 30 

737.12- 104 

737.12- 104-50 

737.12- 000 

737.12- 800 

737.12- 808 3 


Basic labor policies. 

Overtime. 

Approvals 

Construction contracts. 

Exceptions 

Meeting manpower require¬ 
ments. 

Contractor defense training 
and manpower utilisation. 

Equal Opportunity, 

Oeneral enforcement. 

Pre-award compliance check 
of non-exempt contracts 


Subpart M—Government Property 


737.13- 100 

737.13- 102 

737.13- 102-1 


737.13- 102-2 

737.13- 103 
737 13-103-51 


737.13- 200 
737.13 250 

737.13- 800 


737.13*851 


Oeneral. 

Responsibility and liability 
for Government property. 

Responsibility of prime con¬ 
tractors . for Government 
property. 

Liability of subcontractors 
for Government property. 

Furnishing military property. 

Accounting data In contracts 
Involving Navy stores ac¬ 
count material in contrac¬ 
tor’* plants. 

Material 

Government-riurnlahed petro¬ 
leum products. 

Administration of Govern¬ 
ment production and re¬ 
search property. 

Research and development 
facilities. 


737.13- 851-1 Requirement for review by 

Navy Research Faculties 
Review Board of change In 
capacity of Government- 
owned • cou tractor-ope rated 
rerearch and development 
facilities. 

737.13- 862 Faculties. 

737.13- 700 Contract clauses. 

737.13- 702 Government property clause 

for fixed-price contracts 

737.13- 702-60 Deviations for fixed-price 

(and cost-reimbursement) 
contracts. 


Subpart N—(Reserved) 

Subpart O—Contract Cost Principles and 
Procedures 


737.16- 100 

737.16- 107 

737 15-150 
737.15-200 


737.16-201 

737.15- 201-3 

737.15- 205 

737.16- 205-35 

737.16 205-50 


Applicability. 

Advance understandings on 
particular cost items. 
Negotiated overhead rates 
Principles and procedures for 
use in coat-reimbursement 
type supply and research 
contracts with commercial 
organisation. 

Basic considerations. 
Definition of reasonableness. 
Selected costa. 

Research and development 
coats. 

Navy I RAD hearing panel. 

Subpart P—Procurement Forma 

737.18- 200 Form* for negotiated procure¬ 

ments. 

737.18 250 Cost Incurred on contract 
(DD Form 1177). 

737.18- 500 Special contract and order 

forms. 


Sec. 

737.18-501 
737 18-301-1 


737.18-801-2 


737 18 601-60 

737.18- 800 

737.18- 812 

737.18 812-50 
737 18-812-51 


Negotiated utility service con¬ 
tract forms. 

Estimated annual coat 52,500 
or leas (Unregulated) and 
510.000 or \tm (Regulated). 

Estimated annual cost over 
$2,500 (Unregulated) and 
over $10,000 (Regulated), 

Forms and clause* for written 
contracts. 

Miscellaneous forma. 

Release and assignment 
forms. 

Standard release form*. 

Modifications in assignment 
form when executed by 
contractors located in Cali¬ 
fornia. 


Subpan Q-—extraordinary Contractual Action* To 
Facilitate tha National Defense 


737.17 200 Requenta for contractual ad¬ 
justment 

737.17- 201 Authority of the Secretary. 

737.17- 201-50 The Secretary of the Nary. 

737.17- 201-51 The Chief of Naval Material. 

737.17- 202 Tho Navy contract adjust¬ 

ment board. 

737.17- 203 Authority of other officers 

and officials. 


737.17- 208 

737.17- 208-1 

737.17- 208-2 

737.17- 208-3 

737.17- 206-5 

737.17- 208-6 


Processing cases. 

Investigation. 

Disposition below Secretarial 
level. 

Cases referred to the Navy 
contract adjustment board. 

Maintenance of records and 
reporting under Part 17, 
Suhpxrt B. 

Interdepartmental coordina¬ 


tion. 


737 17 300 Residual powers 

737.17- 301 Delegation of authority. 

737.17- 301-51 Transfer of sale of Govern¬ 

ment property to contrac¬ 
tors and subcontractors. 


Subpart R—[Reserved] 


Subpart S—Transportation 


737 18-200 
737 10-204 

737 10-204 1 

737.10- 207 

737.10- 207-1 

737.10- 300 

737.10- 301 

737.10- 301-1 


Planning and solicitation. 

Consignment and marking 
Instructions. 

Invoicing Instructions for 
classified contractu. 

Mode of transportation. 

Transportation and delivery 
requirements for classified 
procurements. 

Evaluation of bids and pro¬ 
posals. 

Transportation rates and re¬ 
lated co*»U. 

Sources of transportation 
rates and related costa. 


Subpart T—Administrative Matters 


737 20-700 

737.20- 702 
737JO-702-3 

737.20- 702-4 

737.20 702-5 
73720-702-8 


73720-706 

73720-706-50 

73720-706-51 


Assignment of contract ad¬ 
ministration. 

Responsibilities. 

Contract administration of¬ 
fice. 

Project manager or procuring 
activity. 

Monitoring contractor’s costa. 

Responsibilities of NAVPROs 
and SUl'BHIP* for allow¬ 
ability of coate under oost- 
reimbursement type con¬ 
tracts. 

Designation of tho disburs¬ 
ing office. 

Defense contract administra¬ 
tion services disbursing of¬ 
fice*. 

Other military department 
department disbursing of¬ 
fices. 


Sec. 

737 20-708-52 
737 20-000 

73720-001 

737.20-004 

73720-005 

73720-006 


Navy disbursing offices. 
Corporate administrative con¬ 
tracting officer (CACOi 
General. 

Duties and responsibilities of 
corporate ACO. 

Reopoinabilities of division*] 
ACO (DACO i 
Agreement* 


Subpart U—Procurement Management Reporting 
$ System 


737.21-100 Individual procurement ac¬ 

tion report (DD Form 350). 
73721-101 Preparation of DD Form 350 

73721-101-1 Coding used for DD Form 

360. 


Subpart V—Service Contracts 


73722-200 

73722-200-i 
73722-203 


Procurement of expert or con¬ 
sultant services. 

Scope of part. 

Policy. 


Subpart W—Subcontracting Policies and 
Procedures 


737.23-101-1 

73723-101 

73723-101-1 

73723-108 

73723-108-1 


Review of contractors* pro¬ 
curement system. 

Review criteria. 

Review of contractors' pro¬ 
curement system*. 

Surveillance of the contrac¬ 
tor’s approved procurement 
system. 

Surveillance of subcontract¬ 
ing operations. 


Subpart X—01*position of Personal Property in 
Possession of Contractors 

737.24-200 Methods of disposal. 

73724-206 Screening of contractor in¬ 

ventory. 

73724-205-7 Procurement of packing, 

crating. and handling 

(PC AH) services 


Subpart V—(Reserved] 
Subpart I —Contract Modifications 


73720-100 

737.26-101 

73728-102 

73728-103 

73726 800 

73728-200 


Modification. 

Pricing of contract modifica¬ 
tions. 

Execution of a contract modi¬ 
fication rolooslng excess 
fund*. 

Administration of contract pro¬ 
visions for Adjustment of 
payment and limitation on 
payments. 

Negotiation and execution of 
supplemental agreement* 
Issued pursuant to the 

changes clause. 

Responsibility for negotiation 
and execution of equitable 
adjustment*. 


Subparts AA through DO—[Rcservod] 


Subpart EE—Contract Financing 


73721-200 

737.31- 201 

737 31-202 

73721-300 

737.31- 301 

73721-302 

737.31- 400 
73721-401 

737 31-402 


Guaranteed loans. 

Defence contract financing 
regulations. 

Guaranteed loans: Navy im¬ 
plementation. 

Advance payments. 

Defense oon tract financing 
regulations. 

Cognizance and procedure* 
for advance payments. 

Progress payment. 

Defence contract financing 
regulations. 

Procedure* for progress pay¬ 
ment*. 


Subpart FF—fiscal 
737 32-100 Oeneral. 

73722-101 Comprehensive procedure*. 
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737 32-103 


737>32-200 
737.32-201 

73732-202 


737.32-203 


737.32 300 

737.32- 302 
73732-303-1 

73732-302-2 

737.33- 302-3 
737 32-303 

737.32- 304 

737.32- 400 

737.32- 402 

737.32- 403 

737.32- 404 


Ascertainment and collection 
oT debts owned by con* 
tractors; deferred pay¬ 
ments. 

Obligation of funds. 

Establishment* of obligations 
under available funds. 

Obligation of transport itlon 
coats In purchase docu¬ 
ments. 

Providing adequate procure¬ 
ment lead time before doad- 
Une dates far final obliga¬ 
tion of funds. 

Disbursing and accounting 
requirements. 

Submission of tnvolces. 

Progress payment bllltngs 
and billings under cost- 
type contracts. 

Disbursing by defense con¬ 
tract administration serv¬ 
ices regions (DCA8R). 

Disbursing by Navy disburs¬ 
ing offices. 

Invoicing instruction for 
multiple destination. 

Accounting with appropria¬ 
tion data. 

Payment to contractors. 

Releases as condition prece¬ 
dent to final payment. 

Reporting under the Vlnson- 
Trammtll Act as condition 
precedent to final payment. 

Administration of contract 
provisions for adjustment 
of payments and limitation 
on payments. 


Subpnrt GO—Renegotiation and Vinson Trammell 
Ac is 


737.33- 200 Vlnaoi-Trammeli Act. 

73733-201 Application, exemption*, and 

reporting requirements. 

737.33- 202 Processing of reports. 


AuTiioamr: The provisions of this part 737 
are Issued by the Chief of Naval Material 
under RS. 101. ff 2202, 2301-2314, 70A Siat. 
120. 127-133; 5 UJB C. I 301. 10 UE.C. II 2202, 
2301-2314; Armed Services Procurement Reg¬ 
ulation 1-108. 32 C.P.R. I 1.108; Secretary of 
the Navy Instruction 420020 of August 2, 
1973. 

Subpart A —General Provisions 

§ 737.1—100 Introduction. 

§ 737.1-101 Purpose of 1NPD. 

The NPD (Navy Procurement Direc¬ 
tives) serves, in accordance with 32 
CJTJl. i 1-108. (i) to supplement the 
ASPR i Armed Services Procurement 
Regulations) (Subchaptcr A lParts 1 
through 33) of this Title 32) and other 
Department of Defense publications con¬ 
cerned with procurement, and <ii) to 
promulgate at the Departmental level 
policies and procedures concerned pri¬ 
marily with procurement which nre not 
covered by ASPR or other DOD publica¬ 
tions. 


g 737.1—102 Applicability of RPD. 

The NPD shall apply to all purchases 
and contracts within and outside the 
United States made by Navy purchasing 
and contracting activities with appropri¬ 
ated funds (including available contract 
authorizations), except os otherwise 
specified In the NPD or In other direc¬ 
tives. 

§ 737.1—103 Arrange men I of NPD. 


§ 737.1-103-1 Arrangement. 

As a supplementary directive to the 
ASPR. the NPD is basically constructed 
In the same format as ASPR. However, 
where there are no corresponding ASPR 
numbers. NPD subjects are generally 
confined within the same ASPR Section 
or Part, as appropriate. It will be noted 
that gaps exist In the NPD numbering 
system. These gaps represent ASPR 
paragraphs which are not implemented 
in the NPD. 

§ 737.1—103 Amrndmcut of Regulation*. 

g 737.1-105-1 Recommended Change* 
to NPD and ASPR. 

Procurement personnel at all levels, 
particularly the contracting level, arc In¬ 
vited and encouraged to submit proposed 
changes based on operating experience, 
for reducing administrative burden, sim¬ 
plifying and standardizing contract 
forms, and Improving contracting pro¬ 
cedures In general. Such suggestions 
shall be submitted via the cognizant 
Head of the Procuring Activity to the 
Chief of Naval Material (MAT 021) for 
consideration for infusion in the NPD 
or ACPR. Recommendations for changes 
should be accompanied by a proposed 
draft of the revision or addition. Those 
suggestions which are applicable to the 
other Departments will be forwarded by 
(he Chief of Naval Mater ini to the ASPR 
Committee for action, via the Assistant 
TTcretary of the Navy <1&L>. 

§ 737.1-103-2 Amendment of NPD. 

The NPD will be revised, as necessary, 
by issuance of printed loose-leaf revisions 
published periodically. The Chief of 
Naval Material will coordinate with the 
Chlof of Naval Operations and the Com¬ 
mandant of the Marine Corps all pro¬ 
posed NPD changes that involve matters 
of policy or significant actions affecting 
their respective areas of responsibility, 

§ 737.1-105-3 USEUCOM Supplrmcnt 
to ASPR. 

(a) In the consideration of pro¬ 
posed additions and clutngcs to the 
USEUCOM Supplement to the ASPR. the 
representative of the Department of the 
Navy op the Offshore Procurement Policy 
Coordinating Committee { OSP-PCC > 
represents all purchasing activities of the 
Department of the Navy located in the 
urea to which the USEUCOM Supple¬ 
ment is applicable. Accordingly, such 
Navy representative shall inform the 
Navy purchasing activities concerned of 
significant proposed additions and 
changes to the Supplement and afford 
them an opportunity to express their 
views thereon. When the Navy represent¬ 
ative on the OSP-PCC considers that 
the ASPR Committee should consider 
any dissenting Navy views with respect 
to proposed additions or changes to the 
U3EUCOM Supplement that arc con¬ 
curred in by the OSP-PCC, he shall sub¬ 
mit such views in writing to the Chair¬ 
man of the OSP-PCC with the request 
that they be forwarded to the ASPR 
Committee with the proposed additions 
and changes. 


(b) Legal advice and assistance In con¬ 
nection with the USEUCOM Supplement 
and other OSP-PCC matters will be pro¬ 
vided by the Office of the General Coun¬ 
sel, European Branch. London. 

§ 737.1-107 Distribution of ASPR nml 
NPD MiticHaU 

<n) l Reserved 1 

(b> The ASPR. NPD and Revisions 
thereto may be purchased by the public 
on a subscription basis from the Super¬ 
intendent of Documents. Attn: Mail List 
Section, Government Printing Office. 
Washi ngton, D.C. 20402. In addition, the 
ASPR Supplements (ASPS) and ASPR 
Manual (ASPM) are also available from 
the Government Printing Office at a 
separate cost. 

(c) NPD Re visions are effective within 
the Department of the Navy upon receipt 
unless otherwise specified in Individual 
NPD Revision. 

§ 737.1—108 Publication* of the Mili¬ 
tary Department*. 

(a) The Navy Directives Issuance Sys¬ 
tem. Although the NPD Is the basic pro¬ 
curement publication issued at the De¬ 
partmental level tor the Department of 
the Navy, policies and procedures per¬ 
taining to various aspects of procurement 
and related matters are also contained in 
the Navy Directives Issuance System and 
in other Departments of the Navy pub¬ 
lications. Additional information sup¬ 
plementing the NPD and ASPR are 
promulgated by instructions and notices 
in accordance with the Navy Directives 
Issuance System. 

ib> Other Navy Publications In addi¬ 
tion to the NPD and the Navy Directives 
Issuance System, other Navy publica¬ 
tions, as listed below, provide additional 
guidelines to procurement personnel in 
the administration of Navy procurement: 

(1) NAVCOMPT MANUAL (NAVSO 
P-1000). A manual of accounting and dis¬ 
bursing procedures. 

(2) Field Purchasing (NAVSUP Pub¬ 
lication 467). Publication provides pur¬ 
chasing Information and instructions ap¬ 
plicable to all activities of the Navy Field 
Purchase System. It also contains de¬ 
tailed policies and procedures for small 
purchasing. 

(3) Incentive Contracting Guide 
(NAVMAT P-4283). A guide to improve 
Incentive contract structuring and ad¬ 
ministration techniques. It ptovidcs 
guidelines for pricing arrangement and 
the proper selection and application of 
various contract types. 

<4) Nary Contract Law (NAVEXOS 
P-1905). A volume, originally prepared 
as part of the Navy Contract Law Course, 
containing a scries of articles affording 
background information on Navy pro¬ 
curement practices and organization and 
covering various legal aspects of pro¬ 
curement. 

<5> Navy Property Redistribution and 
Disposal Regulations. (1) Navy Personal 
Property Disposal Regulation (NAVSUP 
Publication 438). 

(ID Navy Facilities Engineering Com¬ 
mand Publication No, 73—Real Estate 
Administration. 
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(6) Department of the Navy Publica¬ 
tions and Printing Regulations (NAVSO 
P-35). This publication, issued on ap¬ 
proval by the Navy Publications and 
Printing Policy Committee, Interprets, 
implements, and supplements the laws 
]>ertainlng to publications and printing. 
Regulations of the Congressional Joint 
Committee on Printing, Bureau of the 
Budget circular letters, and decisions of 
the Comptroller General, and provides 
mandatory regulations on the content, 
format, preparation, production, pro¬ 
curement. and distribution of Depart¬ 
ment of the Navy publications and print¬ 
ing and related equipment and supplies. 
(Sec I 737.1-201<c> <iv>. and ivi). Defi¬ 
nitions; § 737.1-454, Responsibilities of 
the NPPS; ft 737.45-601, Procurement of 
Printing and Related Supplies.) 

<c) Publications by Procuring Activi¬ 
ties. (1) Subject to the provisions of 
ft 1.108, procuring activities of the 
Department of the Navy may issue pro¬ 
curement directives. Instructions and 
other publications to supplement ASPR, 
the NPD and other Departmental publi¬ 
cations. 

<2> Implementation by procuring ac¬ 
tivities shall consist of providing for such 
delegations of authority and assignments 
of responsibilities and only such other 
implementing actions as are essential to 
the procurement operations of the re¬ 
spective procuring activity. In areas 
which are not fully covered by ASPR and 
the NPD. each procuring activity may. 
consistent with the provisions of ASPR. 
the NPD and other Department of De¬ 
fense and Departmental publications, 
maintain and issue such policies and pro¬ 
cedures as are necessary for the efficient 
performance of procurement operations. 

<3> Procuring activities shall include 
the Chief of Naval Material (MAT 021) 
In the distribution list for two copies (in 
addition to normal distribution) of all 
procurement directives. These directives 
shall include instructions and notices in 
the Navy Directives Issuance System, as 
well as other publications of a directive 
nature which pertain to procurement. 

(4> To reduce the volume of regulatory 
material Issued at the procuring activity 
level, suggestions should be made to the 
Chief of Naval Material (MAT 021) as 
to areas where policy and procedures are 
now lacking and which would be bene¬ 
ficial for promulgation at the Depart¬ 
mental level. 

<d> Defense Contrart Administration 
Services Publications. Selected publica¬ 
tions Issued by the Defense Contract Ad¬ 
ministration Services (DC-AS), Defense 
Supply Agency, governing the operations 
of its contract administration offices arc 
distributed to major purchasing activi¬ 
ties. contract administration offices, and 
other activities Involved in the acquisi¬ 
tion of supplies and services from private 
Industry. These publications are listed in 
the Navy Stock List of Publications and 
Forms, Section 12, and copies are avail¬ 
able from the Naval Publications and 
Forms Center, Philadelphia, Pa Recom¬ 
mendations for additions or deletions to 
the list or Inquiries concerning their dis¬ 


tribution should bo addressed to the 
Chief of Naval Material 'MAT 024). 

§ 737.1—109 Deviation* From This Reg¬ 
ulation and Department of Defence 
Publications Governing Procurement. 

§ 737.1—109—1 Applicability. 

The provisions of 11.108-1 defining 
deviations from ASPR and other Depart¬ 
ment of Defense publications governing 
procurement shall apply also to the NPD 
and other Departmental procurement 
regulations and forms. 

§737.1-109-2 Deviations From ASPR 
and Other DOD (Publication* Af¬ 
fecting One Contract or Trans¬ 
action). 

The Chief of Naval Material Is author¬ 
ized to grant or deny requests for devia¬ 
tion from the mandatory provisions of 
ASPR or other DOD directives when the 
deviation afreets only one contract or a 
single transaction in connection with one 
contract Such requests may be Included 
in the * Request for Authority to Nego¬ 
tiate (RAN) M when a Determination and 
Findings by the Secretary is required 
by ft 3.302. The approval of the RAN in 
such cases will constitute approval of the 
deviation. The RAN shall contain all the 
data required by ft 1.109-5. Requests for 
deviations involving technical data pro¬ 
visions of Part 9. subpart B. shall be 
processed In accordance with ft 9.202-3 
(a): sec also ft 737.1-109-52. 

§737.1-109-3 Deviations From ASPR 
and Other DOD Publication* Affect¬ 
ing More Than One Contract or 
Contractor. 

Requests for deviations from ASPR 
and DOD directives affecting more than 
one contract or contractor wlU be for¬ 
ward ed by the Chief of Naval Material 
for approval of the Assistant Secretary 
of Defense (I&L), via the Assistant Sec¬ 
retary of the Navy lUtL). or the Chief of 
Naval Material may deny such requests 
without forwarding the same. Approval 
by the Assistant Secretary of Defense 
(I&L) will generally be sought through 
the unanimous upproval of the ASPR 
Committee. The dcviatlms shall not be 
effective until receipt by the requesting 
activity of notification of approval of the 
Assistant Secretary of Defense (I&L). 
For purposes of this ft 737.1-109. requests 
for deviations involving basic agreements 
or mostertype contracts are considered 
to involve more than one contract. 

§ 737.1—109—1 Deviation* Required by 
Govern mrnMo-Covrrnmcn I Agree¬ 
ments. 

The provisions of ft 1.109-4 pertain¬ 
ing to deviations from ASPR required 
by Government-to-Government Agree¬ 
ments shall also apply to deviations from 
NPD required by Oovemmcnt-to-Oov- 
emment Agreements. 

§ 737.1—109—5 Request* for Approval of 
Proposed Deviation*. 

In originating or forwarding a request 
for deviation, the request shall be signed 
by the Head of the Procuring Activity, by 
the Director of Contracts or by the Dep¬ 
uty Director of Contracts. A request for 


deviation originating from a field activ¬ 
ity shall be signed by the Commanding 
Officer, the Supply Officer, or the Direc¬ 
tor of Procurement of the field activity 
concerned and forwarded to the Head of 
the Procuring Activity for further action. 

§ 737.1—109—50 Deviation* From the 
NPD and Other Departmental Pub¬ 
lication*. 

The Chief of Naval Material Is author¬ 
ized to grant or deny any request for 
deviation from the mandatory provi¬ 
sions of the NPD or other Departmental 
publications governing procurement. 

§ 737.1—109—51 Deviation* From Maxi¬ 
mum Fee Limitation*. 

Requests for deviations from the maxi¬ 
mum fee limitations set forth In ft 3.405- 
4(c) and ft 3.405-5(d) 5hall be submitted 
to the Chief of Naval Material (MAT 
022) for approval (1) as part of the pre- 
negotiation business clearance, when 
clearance submission to NAVMAT is re¬ 
quired, or (ii) In letter form, if business 
clearance submission to NAVMAT is not 
required, and Oil) shall contain the data 
prescribed by ft 1.109-5. 

§'737.1—109—52 Deviation* Involving 
Patent*, Copyright* and Technical 
Data. 

Requests for deviations lnVolvlng pat¬ 
ents. copyrights, technical data, and re¬ 
lated matters shall be forwarded to the 
Chief of Naval Material via the Chief of 
Naval Research (Code 300). Requests by 
the U.S. Navy Aviation Supply Office for 
such deviations shall be forwarded via (1) 
the Naval Air Systems Command (Pat¬ 
ent Counsel) and (ii) the Chief of Naval 
Research (with a copy, including all en¬ 
dorsements, to the Naval Supply Systems 
Command (Code 022)). In the case of 
any proposed deviations from the Patent 
Rights clause for research and develop¬ 
ment contracts relating to atomic energy 
(5 9.107-7), the Chief of Naval Re¬ 
search shall obtain the necessary con¬ 
sent of the Atomic Energy Commission 
before forwarding such requests to the 
Chtef of Naval Material. As to proposed 
deviations from technical data provi¬ 
sions of Part 9, subpart B, see ft 737.1- 
109-2. 

§ 737.1—109—53 Other Drviation* From 
the* Mandator? Provision* of ASPR. 
DOD Directive*. NPD and Oilier De¬ 
partmental Publication*. 

All other requests for deviations 
from the mandatory provisions of 
ASPR or other DOD Directives, NPD 
and other departmental publications 
shall, except os provided in ft 737.1-109-2. 
be forwarded for approval to the Chief 
of Naval Material (MAT 021), as far In 
advance os possible. Field purchasing 
activities shall forward all such requests 
via the Head of the Procuring Activity 
exercising technical control over the pur¬ 
chase function. 

§737.1-109-5-1 Content* of Propone 1 
Deviation*. 

The provisions of ft 1.109-5 pertaining 
to the contents of a request for approval 
of & proposed deviation from ASPR shall 
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also apply to a request for approval of a 
proposed deviation from NPD 

§ 737.1—109—53 Control of Deviation*. 

A record of all approved deviations will 
be maintained by the Chief of Naval 
Material < MAT 021 >. Each approved de¬ 
viation shall be assigned a control num¬ 
ber consisting of fiscal year and serial 
number, c.g., Deviation Control No. 68-1. 
This control number shall be Included In 
tlie document authorizing the deviation 
and will be cited In all future references 
to this deviation. 

§ 737.1 — 1 I I Report* of .Supported Crim¬ 
inal Conclitrt and Nonrnmprlitivr 
Prnrtire*. Kirkbnrk*. and Ollier Pro¬ 
cure nt rut Irregularities 

§ 737.1—111—50 Fraud in Connection 
With Procurement and Property Dis¬ 
posal. 

See SECNAVINST 4385.1 series. 

§ 737.1—111—51 Report* I J rider the Gra¬ 
tuities Clause. 

(a) In implementation of the Gratui¬ 
ties clause in 8 7.104-16 where o Navy 
procuring activity has reason to believe 
that a gratuity (in the form of en¬ 
tertainment, gifts or otherwise) . was 
offered or given by a contractor or by his 
agent or representative to any officer or 
employee of the Government with a view 
toward securing a Navy contract (other 
than a contract for persona] services) or 
securing favorable treatment with re¬ 
spect to the awarding or amending, or 
the making of any determination with 
respect to the performing of such con¬ 
tract, the procuring activity having cog¬ 
nizance of the contract shall forward a 
full report of the alleged infraction, 
properly documented, to the Chief of 
Naval Material <MAT09G). After review 
of the information in such report, the 
Chief of Naval Material, when in his 
opinion the facts of the case warrant, is 
authorized to schedule the matter for 
hearing in accordance with the provi¬ 
sions of “Rules for Notice and Hearing 
under the Gratuities Clause" < ASPR Ap¬ 
pendix D > and this NPD. 

ib) Tlie Chief of Naval Materiel may 
establish, at such time as he deems 
proper, a board to give notice of hearings, 
to conduct hearings, and to make the 
findings of fact and recommendations 
provided for in ASPR Appendix D. The 
Board shall consist of a chairman and 
two other members, one of whom shall be 
a person trained in the law. and will be 
given an appropriate designation by the 
Chief of Naval Material. In the perform¬ 
ance of its functions, the board shall 
have all the authority conferred on the 
Secretary of the Navy by statute or by 
the prescribed contract clause and all 
actions of the board In this respect shall 
be in accordance with the provisions of 
ASPR Appendix D. 

<c) Paragraph 14 of ASPR Appendix 
D reserves to the Secretary of the Navy 
the final decision as to what remedies the 
Government may pursue in tlie event an 
infraction of tlie Gratuities clause is 
found to have occurred. 
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§ 737.1—113 Standard* of Condurt. 

§ 737.1—113—2 Organization Conflict# 
of Intfmt 

A copy of the solicitation notice 
and of each clause incorporated In a 
contract implementing the policy set 
forth in 8 1.113-2 shall be forwarded to 
the Chief of Naval Material < Mat 021 >. 

§ 737.1—200 Definition of tern*-. 

§ 737.1—201 Definition*. 

(a> As used throughout the NPD, the 
words and terms defined in f 1.201 
have the same meanings as set forth in 
81.201, unless <i> the context in 
which they are used require* a different 
meaning, or (il) a different definition is 
prescribed for a particular NPD Section, 
paragraph, or portion thereof: Provided . 
That when authority Is delegated to, or 
action is required of, a “procuring activ¬ 
ity" or “The Head of a Procuring Activ¬ 
ity" those terms shall refer only to Navy 
procuring activities and to Heads of 
Navy Procuring activities as identified in 
88 1.201-14 and 1.201-7, respectively. 

<b) Definitions in ASPR which apply 
only to a particular portion of the NPD. 

(c) As used in the NPD: 

( 1) "Navy" refers to the Department of 
the Navy, including the Marine Corps: 

(2) fReserved! 

(3) “Contracts division" and “con¬ 
tract division” (whether or not the initial 
letters ore capitalized), when used In 
connection with a procuring activity or 
field purchasing activity not having a di-. 
vision so named, means the division, 
branch or other organizational entity, 
equivalent to the contract division of a 
system command. In which contracting 
officers operate to place contracts for the 
activity. 

(4) Publications Include, but are not 
limited to. end Items of printing as de¬ 
fined herein, and any book, pamphlet, di¬ 
rective, form, manual, folder, brochure, 
periodical magazine, newspaper, micro- 
card or other microform, technical re¬ 
port. chart, poster, map, drawing, tog, 
placard, or blaukbook, printed by or for 
the Department of the Navy, regardless 
of content, format, quantity, distribu¬ 
tion. or intended end use. < Exception: 
Publications produced by suppliers and 
regularly carried as stock items for com¬ 
mercial sale or use are not included In 
this definition. 

(5) Printing includes and applies to 
the processes of composition, platernak- 
Ing. presswork. and binding: tlie equip¬ 
ment used in such processes as cited in 
Navy Publications and Printing Service 
directives: and the end items, with ex¬ 
ceptions as noted above, produced by such 
processes and equipment. “ Composition “ 
includes the production of text, display, 
tabular matter, and similar graphical/ 
lexical Information or data on film, pa¬ 
per. tape, or other materials by manual 
or tape-operated cold type composing 
equipment. photographic / electronic 
character generating equipment, photo¬ 
typesetting equipment, tape-operated 
keyboards, typecasting machines, and 
typesetting machines. “Ptoiemoklncr” in¬ 
cludes the photographic or other produc¬ 


tion of negatives, positives, and other 
materials required to transfer graphic 
information or data to presswork print¬ 
ing plates. “ Presswork " includes the mass 
production of copies by lithographic, let¬ 
terpress, flexographic, gravure, rotogra¬ 
vure, silk screen, engraving and counter¬ 
part embossing equipment, and similar 
mass production equipment and opera¬ 
tions necessary to complete production, 
such as collating, gathering, folding, cut¬ 
ting. trimming, perforating, padding, 
stitching, punching, drilling, and sewing 

(6) Duplicating includes and applies 
to the limited production of end items by 
use of certain types of equipment as 
cited in Navy Publications and Printing 
Service directives. No more than 6,000 
8 x 10*fc In. production units may be du¬ 
plicated of any one page (one side of 
one sheet). Duplicating of end items con¬ 
sisting of two or more pages may not 
exceed 25,000 8 x 10& in. production 
units in tlie aggregate. The content, edi¬ 
torial and physical format, and distribu¬ 
tion of duplicated items shall be in ac¬ 
cordance with public law and regulations 
governing printed items. <Sec also 8 737.- 
l-108-51(c> (v), NAVSO P-35; 8 737.1- 
454. Responsibilities of the NPPS; I 737 - 
5-601, only to paragraphs (4> # (5) and 
* 6) of this section.) 

<7» “Field contract administration 
office” as used in this NPD means one 
of the Army. Navy. Air Force or DCAS 
contract administration Services Com¬ 
ponents <DOD 4105.59H). Such an office 
is also referred to ns a contract admin¬ 
istration service (CAS) component. 

(8) “Administrative Contracting Of¬ 
ficer <ACO),“ insofar os Navy field con¬ 
tract administration offices are con¬ 
cerned. is the Offlcer-in-Chnrge who is 
currently a contracting officer (I 1.201- 
3). The term also Includes any au¬ 
thorized representative of the Offlccr-in- 
Cliarge acting within the limits of his 
contracting officer authority. 

§ 737.1-300 General policies. 

§ 737.1—302 Sourer* of Supplied and 
Service*. 

§ 737.1-302-2 Proposal Evaluation and 
Source Selec tion. 

SECNAV Instruction 5000.1 (Subj; 
System Acquisition in the Department of 
the Navy) of 13 March 1972. establishes 
Department of the Navy procedures and 
policies on evaluation of competilHve pro¬ 
posals and source selection. Activities 
and contractors may obtain a copy of 
the Instruction by submitting a letter re¬ 
quest to tlie Naval Publications and 
Forms Center, 5801 Tabor Avenue, Phila¬ 
delphia. Pa 19120. 

§ 737.1-320 Industrial Security. 

(a) General. Security cognizance for 
contractor facilities participating in the 
Defense Industrial Security Program 
(DISP) is assigned to the Defense Sup¬ 
ply Agency. Security assignments are 
made on a geographic basis and security 
cognizance is exercised by the various 
Defense Contract Administration Serv¬ 
ices Regions (DCASRS). The geographi¬ 
cal areas of responsibility are listed in 
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Appendix VII to the DOD Industrial Se¬ 
curity Manual* DOD 5220.22-M. Procur¬ 
ing activities shall be familiar with the 
DOD Information Security Program 
Regulation (DOD5200.1R) with Depart¬ 
ment of the Navy Supplement (OPNAV- 
INST 5510.1 Series). the DOD Industrial 
Security Regulation. DOD 5220.22-R 
(promulgated by OPNAVINST 5540.8 
Series', as well as the DOD Industrial 
Security Manual and when appropriate, 
the Cryptographic Supplement to the In¬ 
dustrial Security Manual* DOD 5220.22-8 
when transmitting classified information 
to contractors. 

(b) Contract Administration Services 
Components Industrial Security Respon¬ 
sibilities. Although DSA administers the 
DISP for the Department of Defense, 
under the DOD Plant Cognizance Pro¬ 
gram. Navy Contract Administration 
Services (CAS) components (see DOD 
4105.54-H for list of activities) perform 
those ACO industrial security functions 
normally performed by the DCASRS 
where the Navy has cognizance. These 
ACO Industrial security functions are 
contained in the Industrial Security 
Manual and the Regulation. An abbrevi¬ 
ated listing of responsibilities may be 
found in Appendix C of the Industrial 
Security Regulation. 

§ 737.1—321 Warning Notation on Qa%- 
•ifml Muller Distributed to Irulu»trr. 

(a) Article 4-603, DOD Directive 
5200.1-R. July 1972 (Information Se¬ 
curity Program Regulation). Article N4- 
603, OPNAVINST 5510 ID Sep 1972 
(Navy Supplement to DOD 5200.1-R and 
paragraph ll.b(l) of the Department of 
Defense Industrial Security Manual for 
Safeguarding Classified Information (At¬ 
tachment to DD Form 44) require the 
following notation to be affixed to classi¬ 
fied matter when disseminated outside 
the Executive Branch of the Government. 

“NATIONAL SECURITY 
INFORMATION" 

“Unauthorized Disclosure Subject to 
Criminal Sanction" 

(b) The proper marking of classified 
matter is the responsibility of the origi¬ 
nator and the activity making the dis¬ 
tribution. Under the provisions of Ar¬ 
ticle N15-204 of OPNAV Instruction 
5510. ID, It is permissive to transmit 
matter classified Confidential or Secret 
direct to the contractor; therefore, if sub¬ 
ject notation is not made by the origi¬ 
nator or the activity making the distri¬ 
bution. it Is received by the contractor 
without the notation being affixed. How¬ 
ever, field offices having Industrial Se¬ 
curity responsibility as "via" addressees, 
shall review classified matter received 
from other activities for correctness of 
markings and to insert those markings 
which have been omitted. 

(c) Procuring activities and distribu¬ 
tion activities of the Department of the 
Navy that originate and/or distribute 
classified information to Department of 
Defense contractor:: are requested to take 
necessary action to effect compliance 
with Article 4-603, DOD Directive 5200.1- 
R. Article N4-603, OPNAVINST 5510. ID 


and paragraph il.b(l) of the Industrial 
Security Manual for Safeguarding Classi¬ 
fied Information. 

§ 737.1-322 Di«poft«l of OiMifird Data 
i’urnUlicd lo Contractor*. 

When it is determined by the contract¬ 
ing officer that classified data furnished 
to contractors in connection with classi¬ 
fied procurements is obsolete or in excess 
of contractual and/or legal requirements, 
such classified data may be destroyed 
by the contractor upon written authori¬ 
zation of the contracting officer and pur¬ 
suant to the Department of Defense 
Industrial Security Manual for Safe¬ 
guarding Classified Information (attach¬ 
ment to DD Form 441 >. 

g 737.1—323 Publication by Contractor* 
of Financial Data Invoicing Security 
Information. 

(a) In order that contractors may dis¬ 
close n maximum of public information 
relating to their financial status, con¬ 
sistent with the requirements of security, 
the Secretary of the Navy prescribes the 
policies set forth below to govern such 
disclosure. 

(b) Suppliers performing work under 
contracts which include the Military Se¬ 
curity Requirements clause specified in 
4 7.104-12 shall not publish operat¬ 
ing statements or other financial reports 
which include rates of production, total 
production, designation of articles, or 
production processes under such con¬ 
tracts. 

<c> Such suppliers may, unless their 
entire production is comprised of 75 per¬ 
cent or more of the same article, publish 
their total earning and total production 
by dollar value only, provided that ap¬ 
proximate production by quantity or 
dollar value of a particular article shall 
not thereby be disclosed; and provided 
further, that special restrictions on such 
publication have not been imposed by 
the responsible contracting officer be¬ 
cause of the extreme secrecy of particu¬ 
lar contracts. Publication, where per¬ 
mitted os provided herein, may Include 
the following: 

(1) Quarterly statements showing by 
total dollar value the following:. 

CD Orders unfilled or due at the 
beginning of the period; 

<ii> New orders booked during the 
period; 

Oil) Cancellations, adjustments, and 
cut-backs during the period; 

<lv) Orders filled during the period; 

(v) Unfilled orders at the close of 
the period: 

(vi) Finished goods on hand: 

(vlD Work in progress; and 

(viii) Raw materials and supplies (one 
item); 

(2) Quarterly statements of total 
earnings; and 

(3) Annual reports and prospectuses 
showing by percentage how* much of the 
total dollar sales was derived from goods 
manufactured through the use of facili¬ 
ties which will not require substantial 
reconversion for peacetime or civilian 
use, provided the percentage is not within 
25 points of the percentage relationship 
of any particular classified article's dollar 
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value to the total dollar value of all goods 
sold by the company. 

(d) Notwithstanding the foregoing, the 
Sec re tan’ of the Navy, or the Chief of 
Information as his authorized repre¬ 
sentative may. upon request in particu¬ 
lar cases, permit the disclosure of 
financial Information In addition to that 
provided for in (c) above. Any inquiries 
concerning the application of the poli¬ 
cies herein set forth, or requests for 
additional disclosure, should be referred 
to the Office of Public Information of 
the Department. 

§737.1-330 Scheduling uf Procure, 
meat* 

§ 737.1—350—1 Minimum obligation of 
Fun dm 

(a>- To assure flexibility for changing 
programs, it is the general policy of the 
Navy to hold to a minimum the amount 
of funds under contract obligation, at 
any one time, for the supplies and serv¬ 
ices the Navy must buy. 

(b) Quantities of supplies or services 
being procured should meet requirement:; 
for a reasonable period of time. To this 
end. and consistent with the obtaining of 
reasonable prices, use should be made 
of Indefinite quantity contracts or such 
other contractual methods for the ob¬ 
taining of supplies or services when the 
total requirements are not firm but re¬ 
quirements for a lesser known quantity 
have been definitely established. 

(c> It is not desired that purchases be 
made In quantities so small that prices 
are thereby increased or that this policy 
be applied to purchases which are so 
small as to render administrative coat 
disproportionate to results to be achieved. 

(d) Procuring activities are permitted 
wide discretion tn the implementation 
of l 737.1-350-1. 

§ 737.1—33(3—2 Adequate Procurement 
head Time. 

(a) The period allowed for the solicita¬ 
tion of bids or offers is an important 
segment of necessary contract lead 
time. An adequate solicitation period 
is essential to obtain effective com¬ 
petition, provide for an orderly procure¬ 
ment process, and assure that resulting 
contracts are placed at reasonable prices 
Accordingly, contracting activities shall 
ascertain w’hat contract lead time is nec¬ 
essary in advance of deadline dates for 
final obligation purposes to permit a 
normal solicitation period. At least once, 
early in each fiscal year, contracting ac¬ 
tivities shall formally advise the activities 
they regularly serve in a contracting ca¬ 
pacity of deadline dates for submission of 
purchase requests. 

(b) It is the policy of the Deportment 
of the Navy that the procurement lead 
time essential to obtaining adequate 
available competition shall not be cur¬ 
tailed for the purpose of obligating an¬ 
nual appropriations. (Sec also $ 2 202-1.) 

§ 737.1—331 Preparation and Distribu¬ 
tion of Contractual Document*. 

§ 737.1—331—2 Referencing Publication ♦ 
in Contractual Document*. 

In the preparation of contractual 
documents, instructions to the conirac- 
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tor shall not be incorporated by reference 
to publications except in cases where the 
referenced publication is readily avail¬ 
able to the contractor. Otherwise such 
instructions shall be set forth in the 
contractual document itself or shall be 
made available by attaching thereto a’ 
copy of the publication or the applicable 
portion thereof. 

§ 737.1-3.)l-!i Cx>pic* of Contract* lie- 
q or* ted in Nan MI Pit’*. 

See 5 737.5-1106—1. 

§ 737.1-351—7 Notification to field con¬ 
tract administrator of the identifica¬ 
tion of the organirational unit or rode 
* ill*in tlir contracting activity re¬ 
sponsible for contract administration 
function*. 

In the Interest of improving channels 
of communications, where a contracting 
officer anticipates a repetitive need for 
correspondence or contact between the 
contracting office and an activity desig¬ 
nated to perform field contract adminis¬ 
tration. the organizational unit or code 
and its specific area of responsibility 
within the contracting office responsible 
for the administration of the contract 
should be furnished to the field contract 
administrator by any appropriate means. 

§ 737.1-351-9 Delivery Statu* Informa¬ 
tion on Procurements for the IIX 
(International Loptfiov Program). 

<a> Contracts and purchase orders 
awarded in support of requisitions for the 
ILP shall: 

(1) Identify the requirement as a sep¬ 
arate contract line item or subline item 
in accordance with 9 20.304-2. The 
applicable requisition number plus: 

Cl) The country and case Identifier 
(MILSTRIP CC 31-32 and 48-501 for 
FMS (Foreign Military Sales): 

<ii) The Record Control/Program/Dl- 
rectivc number identifier (MILSTRIP 
CC 46-50) shall be entered immediately 
under the line or subline item for OA 
(Grant Aid). (Navy/Marine Corps ILP 
requisitions are identified by the letter 
P or K preceding the requisition number. 
Army is B. Air Force is D. Defense Is T 
(MILSTRIP CC 30).) 

(2> Provide for the designated con¬ 
tract administration services component 
to distribute to the Navy International 
Logistics Control Office. Bayonne. New 
Jersey, a copy of any report or document 
which Indicates an anticipated or actual 
delay in delivery of Unc or subline items 
for the ILP. Copies of such reports dis¬ 
tributed to Navy International Logistics 
Control Office, shall Include the requisi¬ 
tion number applicable to the line or sub- 
line item involved and shall be In addi¬ 
tion to any other distribution required by 
the contract or directives applicable to 
the contract administration services 
component. 

§ 737.1-352 Limitation on Contract 
Amendment* for New Procurement. 

It is the policy of the Department of 
the Navy to avoid the use of contract 
amendments for additional quantities as 
a means of purchasing new requirements 
of supplies, when such a procedure would 


result In prolonging the life of the con¬ 
tract beyond the time when final settle¬ 
ment would normally be made The prac¬ 
tice of extending contracts for this 
purpose has the following undesirable 
results: 

(a) Possible use of obsolete or out¬ 
moded forms of contracts; 

(b) Possible loss of the rights of the 
parties in a confusion of paperwork; 
and 

(c) Imposition of unnecessary bur¬ 
dens upon the officer charged with ad¬ 
ministration of the contract. 

g 737.1—361 (iomntrrriiil Advrrtifting by 
Navy Contractor*. 

(a) Contractors frequently Include in 
some of their commercial advertisements 
reference to their participation in Navy 
programs. Prior to placement of these ad¬ 
vertisements the contractor may seek ap¬ 
proval thereof from some Departmental 
office, generally the cognizant field con¬ 
tract administrator. It is the general 
policy of the Department of the Navy not 
to object to such advertisements pro¬ 
vided they do not: 

<1) Directly or indirectly constitute an 
endorsement by the Department or any 
member thereof of the contractor’s prod¬ 
uct or sendee; 

(2) Indicate or imply In any* manner 
Departmental preference of the con¬ 
tractor; 

<3> Contain reference to contract 
numbers or other contractual details: or 

<4) Disclose classified military in¬ 
formation. 

(b) Contractors arc not required to 
obtain prior clearance for advertise¬ 
ments. However, any Departmental of¬ 
fice that becomes aware of any advertise¬ 
ment which appears to conflict with the 
conditions of paragraph (a) of this sec¬ 
tion shall immediately bring it to the 
attention of the cognizant field contract 
administration office. The cognizant field 
office shall take necessary action with the 
contractor to resolve the matter In con- 
sonnancc with the aforesaid policy. In 
the event this matter cannot be resolved 
to the satisfaction of the cognizant field 
office, the matter shall be referred by let¬ 
ter report to the Chief of Naval Material 
<MAT 021). The letter report shall in¬ 
clude a statement of all facts and cir¬ 
cumstances in sufficient detail to enable 
the Chief of Naval Material to take ap¬ 
propriate action. 

§ 737.1—362 purr hose of liquid Carbon 
Dioxide. 

(a) As a result of an antitrust Judg¬ 
ment certain companies are not permit¬ 
ted to sell or lease liquid carbon dioxide 
storage tanks and related equipment if 
sale or lease is conditioned on an 
agreement or understanding that the 
purchaser (lessor) of the storage tanks 
will purchase carbon dioxide from either 
the storage tank supplier or any source 
designated by the storage tank supplier. 

<b) Accordingly, requirements for the 
furnishing of carbon dioxide storage 
tanks and the liquid carbon dioxide to 
fill such tanks shall be solicited, evalu¬ 
ated and awarded independently of one 


another. The two may be solicited and 
awarded in the same transaction pro¬ 
vided they are identified and evaluated 
separately. 

(c) The solicitation document for these 
requirements shall stipulate that “all- 
or-none” bids will be rejected as non- 
responslve. Further, the solicitation shall 
not require that the bidder quote on both 
items. 

(d) Attention is invited to i 5.102-3, 
which makes mandatory with certain 
exceptions the purchase of F8C 6830 
(which Includes carbon dioxide) from 
Federal Supply' Schedules. 

§737.1—363 Participation by Navnl 
Plant llrprc-rntativc Office* (NAV 
1*1(0*) and Super* i*or« of Shipbuild¬ 
ing, tfmvmion and Itrpair (SI P 
SHIP*) in RFP Preparation, Evalua¬ 
tion of Proposal* and Source Selec¬ 
tion. 

(a) When feasible, NAVPUOs or SUP- 
SHIPS shall be requested to review*, prior 
to completion of drafting, the RFP (Re¬ 
quest for Proposal), Schedule. General 
Provisions, Specifications, or other pro¬ 
visions of proposed major weapon sys¬ 
tems contracts for the purpose of plan¬ 
ning for contract administration and 
for determining the adequacy of such 
contractual requirements for contract 
administration purposes. In addition. 
NAVPROs or SUPSHIPs may be re¬ 
quested to participate in the technical 
evaluation of proposals and in source 
selection, in order to provide guidance 
to the purchasing activity on contract 
administration matters and on the abil¬ 
ity of the contractor to perform the type 
of work contemplated. Such participa¬ 
tion is In addition to field pricing sup¬ 
port provided the PCO (Procuring Con¬ 
tracting Officer) os required by t 3.801. 

(b) The selection of one or more NAV¬ 
PROs or SUPSHIPs to participate in 
procurement document preparation, 
evaluation of proposals and source se¬ 
lection. should be based on the familiar¬ 
ity of their personnel with the kind of 
weapon system to be procured and/or 
the likelihood of award to a contractor 
under their cognizance. NAVPROs or 
SUPSHIPS may be requested to partici¬ 
pate similarly in procurements for items 
other than weapon systems when consid¬ 
ered necessary by the procuring activity, 
purchasing office, project manager or 
requiring activity. 

§ 737.1—100 Procurniimt responsibility 
and authority. 

§ 737.1—'101 Kr*pon»ibilil* of Procuring 
Activities. 

§ 737.1—101-51 Ke*pon*ibilily of the 
Naval Supply System* Command, 

(a) General. Only The Naval Supply 
Systems Command has cognizance of the 
procurement of materials and services 
throughout the Department of the Navy 
for which no other procuring activity, 
office, or commnnd is otherwise delegated 
procurement authority. 

<b) Consolidated Bid Boom Facilities. 
(1) Under the direction of the Naval 
Supply Systems Command, a common bid 
room shall be established and operated 
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by the Naval Regional Procurement Of¬ 
fice. Washington, for all formally adver¬ 
tised procurements of the Systems Com¬ 
mand Headquarters. Bid rooms will no 
longer be operated by Systems Com¬ 
manders. except that the Commander, 
Naval Facilities Engineering Command 
may operate a separate bid room for 
formally advertised construction con¬ 
tracts. 

(2) Common bid room functions shall 
be as follows: 

(1) Naval Regional Procurement Office 
Washington: 

(A> Issue Invitations for bids, complete 
with applicable specif!cat ions, drawings 
and other descriptive data (unless the 
required specifications, drawings, or de¬ 
scriptive data is to be mailed directly 
from the Systems Command to the bid¬ 
ders included on the mailing list for the 
invitation for bids); 

<B) Receive, open and abstract bids; 
make any determination concerning late 
bids; annotate retained Abstract of Bids 
to show award of contract(s) or other 
disposition; 

(C) Supplement the list of bidders 
supplied by the Systems Command as ap¬ 
propriate; and, 

<D) Furnish, or arrange to have fur¬ 
nished, upon request from prospective 
bidders, bid forms and applicable speci¬ 
fications, drawings, and descriptive data. 

CM) 8ystems Commands: 

(A) Prepare invitations for bids (in¬ 
cluding assignment of the Systems Com¬ 
mands Procurement Instrument Identi¬ 
fication Number and opening date) and 
submit in a form ready for reproduction; 

iB) Furnish NRPO Washington a list 
of bidders to be solicited and address 
labels; 

(C) Provide in a mailable condition 
sufficient copies of applicable specifica¬ 
tions, drawings, and other descriptive 
data required Tor distribution to the ini¬ 
tial list of bidders plus copies to satisfy 
expected additional requests. If desired, 
specifications, drawings, and descriptive 
data may be mailed directly by the Sys¬ 
tems Commanders concurrently with the 
issuance of the Invitation for bid; 

ID) Synopsizc proposed procurement 
and award; 

(E) Prepare and furnish to NRPO 
Washington in a form ready for repro¬ 
duction any required modification to an 
Invitation for bid; 

<F> Evaluate bids, make affirmative 
determinations of responsibility, and 
award contracts; and, 

(G> Advise Naval Regional Procure¬ 
ment Office Washington for awards made 
(or other actions If no award is made 
under an IFB). 

8 737.1-401-52 RcmxmftlbUlty of Offir* 
of Naval Rearareh for Hr^arrh Om- 
tract* With Kduralional and Non¬ 
profit Institution*. 

Paragraph 5a<12> of SECNAV In¬ 
struction 5430.20B of 13 November 1969 
is set forth below; 

1. The Chief of Naval Research shall be re¬ 
sponsible for negotlattoq, preparation, execu¬ 
tion. administration and scientific and tech¬ 
nical cognizance of all research contracts 
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with educational and nonprofit Institutions. 
The Chief of Naval Research may authorize 
other naval activities to assume responsibil¬ 
ity for any or all of the aforementioned func¬ 
tions as circumstances warrant. The Chief 
of Naval Research may assume the responsi¬ 
bilities listed above for development con¬ 
tracts with educational and non-profit insti¬ 
tutions at the request of each systems com¬ 
mand. bureau or office. 

8 737.1—101—53 Naval Facilities Engi¬ 
neering Command (NAVFACENG 

COM) Cognizance of Public Works 
and Qvll Works. 

(a) Responsibility for Construction . 
(1) Civil Works . SECNAV Instruction 
4 860.41 A and NAVMAT Instruction 
4360.13A make NAVFACENGCOM re¬ 
sponsible for construction, including re¬ 
lated design, at Navy-owned-contractor 
operated facilities which would be con¬ 
sidered public works or public utilities at 
a shore activity of the Naval Establish¬ 
ment. Such construction shall herein¬ 
after be called Civil Works. 

(2) Summary of Responsibilities. 
NAVFACENGCOM is responsible for the 
administration of all contracts for Pub¬ 
lic and Civil Works and for the Civil 
Works portions of facilities and other 
contracts, for all tonstructlon work 
otherwise accomplished, and particularly 
for ensuring that applicable legal re¬ 
quirements have been satisfied and that 
the work will meet the requirements of 
the Navy. 

ib) Delegation of Responsibility for 
Administration of Construction. Current 
legislation provides that delegation to 
another Government agency or bureau 
of the responsibility outlined in subpara¬ 
graph (a> above for public works, as 
authorized by annual authorization acts, 
within the United States or its posses¬ 
sions, must bo approved by the Secretary 
of Defense. Where it is considered to be 
In the best interests of the Navy that 
such a public works project be adminis¬ 
tered by a systems command or office 
other than NAVFACENGCOM. a request 
shall be forwarded to the Assistant Sec¬ 
retary of the Navy <I&L> via NAVFAC 
ENOCOM. Before forwarding a request 
for delegation of responsibility for ad¬ 
ministration of a public works contract, 
NAVFACENGCOM shall ensure that all 
arrangements for administering the con¬ 
tract and inspecting the work satisfy Uio 
needs of the Government. 

(c) Approval for Use of Cost-Reim¬ 
bursement Type Construction Contracts. 
Current appropriation legislation re¬ 
quires the specific approval in writing of 
the Secretary of Defense for any cost- 
reimbursement typo contract over $25,- 
000 using funds appropriated for military 
construction for work to be performed 
Within the continental United 8tatcs. 
NAVFACENGCOM shall be responsible 
for obtaining such clearance. As a rule, 
such contracts will be executed and ad¬ 
ministered by NAVFACENGCOM. How¬ 
ever. in those unusual circumstances 
where such a cost-reimbursement type 
contract Is to be executed by a systems 
command or office other than NAVFAC 
ENOCOM the contracting systems com¬ 
mand or office shall fqmlsh NAVFAC 
ENGCOM with a Justification for the use 
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of this method of contracting and shall 
not execute the contract until notified by 
NAVFACENGCOM that clearance has 
been obtained from the Secretary of De¬ 
fense. 

. id) Other Matters. Where, pursuant to 
subparagraph (b) above, a contract in¬ 
volving construction is being executed or 
administered by a systems command or 
office other than NAVFACENGCOM, that 
other systems command or office shall 
normally be responsible for the handling 
of all other matters that arise concern¬ 
ing that contract. However, for construc¬ 
tion contracts over $2,000, or other con¬ 
tracts requiring Civil Works over $2,000, 
NAVFACENGCOM will, on behalf of the 
other systems command or office, obtain 
from the Department of Labor, the deter¬ 
mination of prevailing wages which must 
be specified in the contract. NAVFAC 
ENGCOM will further furnish such ad¬ 
vice and assistance as may be requested 
and is appropriate. As to the technical 
and engineering details of the construc¬ 
tion, repair and maintenance, other sys¬ 
tems commands and offices shall consult 
with, and comply with the standards of 
NAVFACENGCOM in accordance with 
existing directives. 

(e) Administration of Construction 
Portions of Contracts. (1) When a con¬ 
tract for construction of Civil Works is 
made directly between the Department of 
the Navy and a builder (as distinguished 
from the contractor who is to operate 
the facilities) NAVFACENGCOM will be 
the contracting agency, the work to bo 
financed by transfer of funds from tho 
sponsoring procuring activity to NAV 
FACENOCOM. However, where the con¬ 
tract is made between the sponsoring 
procuring activity and the producer, tho 
contract shall specify, by inclusion of the 
clause in 5 737.7-802. the Commander. 
Naval Facilities Engineering Command 
as the authorized representative of tho 
sponsoring procuring activity with re¬ 
spect to all functions in relationship to 
Civil Works. 

(2) The functions to be performed by 
NAVFACENGCOM under this directive 
shall Include approving the selection and 
compensation of an architect or engi¬ 
neer: approving the selection and fee of 
a general building contractor; consent¬ 
ing to the placement of any subcontract 
for Civil Works; approving any plans or 
specifications; approving of major al¬ 
terations or increased costs; inspection, 
supervision, administration of the terms 
of the contract/subcontract and accept¬ 
ance of performance. The NAVFACENG 
COM may delegate the administration 
of any aspect of the Civil Works where 
determined feasible, such as the monitor¬ 
ing of compliance with labor standards 
requirements. The NAVFACENGCOM 
has cognizance of all matters relating to 
the acquisition of real property involved. 

(3) Where the same contract Includes 
Civil ^ Works as well as other facilities, 
such as machine tools, production equip¬ 
ment. actual operation and production, 
etc.. NAVFACENGCOM will have Juris¬ 
diction only over the Civil Works con¬ 
struction and installation, acting as the 
authorised representative of the spon- 
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soring procuring activity. However, In 
certain instances, it may be determined 
by mutual agreement between the spon¬ 
soring procuring activity and NAVFAC- 
ENGCOM to be advantageous for NAV- 
PACENGCOM to have jurisdiction over 
the installation of the complete project 
including machine tools and production 
equipment as well as Civil Works. In such 
instances, upon the specific request of the 
sponsoring procuring activity, NAVFAC- 
ENOCOM also has jurisdiction over the 
installation of the machine tools and 
production equipment to the extent de¬ 
fined for Civil Works under (2) above. 

(4) This directive does not limit the 
authority of the sponsoring procuring ac¬ 
tivity to define the scope of the Civil 
Works project, including the size, capa¬ 
city, and operating features and charac¬ 
teristics, In the same manner as is ex¬ 
ercised with respect to Public Works and 
Public Utilities by a primary support 
agency. 

§ 737.1—‘101—51 Responsibilities Under 

Coordinated Procurement. 

See g 737.5-1102 and S 737.5-2000. 

6 737.1-401-35 Contractor Claims; Pol¬ 
icies and Procedure*. 

(a) General. The effective development 
and production of major weapons sys¬ 
tems within the policies established by 
DOD Directive 5000.1 of 13 July 1971 
require the teamwork and singleness of 
purpose that characterizes successful ac¬ 
quisitions. Delay in resolution of con- 
oul Impact upon the business relationship 
between the Navy and certain of its 
major contractors. The following policies 
and (as applicable* procedures shall 
apply to major veapon systems procure¬ 
ments and also to contracts for other 
than major weapon systems. 

<b) Definition. The term -claim” for 
the purposes of this S 737.1^401-55 
and | 737.1-403-51 (b)(2) a(iil) and (b) 
(2>b<lv) means a request for adjustment 
of a single contract involving to a signif¬ 
icant extent a -constructive change” 
Le.,-a change based on Government con¬ 
duct. including actions or inactions, 
which is not a formal written change or¬ 
der but which has the effect of requiring 
the contractor to perform work different 
from or in addition to that prescribed by 
the original terms of the contract—or 
late or defective Government-furnished 
property or information. -Claim” does 
not mean a request for equitable adjust¬ 
ment solely for formal written change 
orders or price adjustments pursuant to 
escalation or price redetermination, pro¬ 
visions of Public Law 85-804. or other 
contract assertions or adjustments not 
enumerated in the proceeding sentence. 
When claims under two or more con¬ 
tracts arise from the same or essentially 
similar operative facts and are based on 
the June theory of recovery, such claims 
shall be treated as a "claim” within the 
definition provided above 

(c) Policies Regarding Submission , 
Entertainment and Documentation of 
Claims. (1 > Prompt, Fair and Open Deal¬ 
ings with Claimants . Acquisition pro¬ 
grams must be conducted in a manner 
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calculated to minimize the occurrence of 
claims. Further, those claims which arise 
despite appropriate precautions must be 
resolved as promptly as prudence permits 
by those most directly Involved. The 
causes of claims mast be minimized 
through realistic planning and contract¬ 
ing, careful attention to the action re¬ 
quired to meet the Navy’s obligations and 
tight control over the changes process. 
Occurrences which may lead to claims 
must be recognized as they happen and 
appropriate action initiated promptly. 
Elements of Naval activities at all levels 
are expected to face claim situations 
squarely, report them to the appropriate 
levels of management, take prompt 
action to get the facts, make an objective 
analysis, and seek prompt resolution. 
Dealings will be fair and open with the 
expectation of equal consideration from 
contractors. 

(2) Composite Formal and Informal 
Changes. (I) A procuring activity nor¬ 
mally can distinguish which formal writ¬ 
ten change orders issued under a con¬ 
tract have a factual interrelationship to 
a claim and which changes are inde¬ 
pendent of the claim. Activities shall 
normally dissociate the latter class of 
changes from the claim and process and 
equitably adjust such changes in the nor¬ 
mal fashion—i.e.. in accordance with 
* 1.408(c) (lx). 

(ID With respect to those formal writ¬ 
ten changes as to which the contractor 
alleges a factual or other in ter-relation¬ 
ship with a claim, activities should exert 
every effort to equitably adjust such 
changes coupled with allowance for any 
disruption or delay impact determined 
to be appropriate by the procuring activ¬ 
ity. In the event such disruption, delay 
or other claimed impacts cannot be cur¬ 
rently resolved, the procuring activity 
may proceed with equitable adjustments 
covering the inter-related formal 
changes coupled with usage of a qualified 
release. The qualified release should 
specifically identify the inter-relation¬ 
ship with the contractor's claim such as 
delay or disruption impacts reserving to 
the contractor the right to pursue and 
demonstrate support for a separate 
equitable adjustment therefor under 
the contract. 

(3) Refection of "Total Cost 99 and 
94 Total Time 90 Based Claims. (1) Contrac¬ 
tors have occasionally submitted claims 
based on "total cost" or "total time” ap¬ 
proaches, i.e., they have asserted that the 
government was wholly responsible for 
all costs Incurred in excess of the con¬ 
tract price, or for all delay, without proof 
that such excess costs or delays were 
caused by government conduct—not by 
contractor conduct or by concurrent 
causes. Yet in changes claims there Ls a 
well-established requirement to demon¬ 
strate casuality between the change and 
resulting quantum. This derives from the 
terms of the Changes clause Itself: *• • • 
if any such change causes an increase or 
decrease in the cost of, or the time • • • 
for • • • performance of any part of the 
work • • •'• The total cost approach Is 
suspect because It assumes that the con¬ 


tractor's initial contract price was rea¬ 
sonable; that the government alone 
caused Ills increased costs; and that the 
contractor's performance costs were rea¬ 
sonable. Only in few rare cases has the 
total cost approach been accepted, and 
then only as a "last resort"—when the 
contracting officer did not make the sort 
of equitable adjustment required by the 
Changes clause and the circumstances 
allowed the contracting officer, board, or 
court to accept the three fore-going os- 
sumptions. 

<ii) A claimant filing a total cost or 
total time based claim has the burden of 
establishing that there is no other feas¬ 
ible. acceptable basis for computing his 
increased costs or delays. He must prove 
that there is no way of correlating gov¬ 
ernment actions and omissions to his¬ 
torical cost elements or even to reason¬ 
ably substantiated cost estimates. If the 
contractor fails to sustain this burden, 
then as a policy matter the Navy should 
reject any contractor claim premised on 
a "total cost" or "total time” approach. 

(4) Criteria for Submitting , Docu¬ 
menting and Entertaining Claims. (1) 
Some contractors have submitted claims, 
portions or which, upon review, are found 
to be exaggerated, inflated, or unsup- 
portable. Claims sometimes fail to dif¬ 
ferentiate between factual and judg¬ 
mental assertions and to support oil 
assertions with specifically identified evi¬ 
dence. Such submission can delay and 
frustrate the Navy's claim review, analy¬ 
sis and evaluation. Accordingly, It Is 
necessary to take steps to promote more 
readily revicwablc claim submissions by 
establishing requirements for the eviden¬ 
tiary documentary documentation of 
claims and by requiring responsible con¬ 
tractor officials to endorse the claims 
submitted. 

(it) The general criteria for informa¬ 
tion required to support claim settle¬ 
ment Include the existence of a legal 
basis for entitlement, facts meeting the 
elements of proof required to support 
the basis of entitlement, and adequate 
factual support for the amounts claimed. 
The Navy should require a proper claim 
submission on the basis provided in the 
changes clause, namely, a basis factually 
demonstrating documented scopes of 
work correlated to provable instances or 
categories of government liability. The 
Navy should, in all cases, require demon¬ 
stration of casual support and documen¬ 
tation of quantum. In as much specificity 
ns the facts will permit. 

(ill) Claimants should be advised that 
all claim assertions must be supported by 
specifically identified evidence (includ¬ 
ing applicable historical and planned 
cost and production data from the con¬ 
tractor's books and records), and that 
opinions, conclusions or judgmental as¬ 
sertions not supported by such evidence, 
or by a sound and reasonable rationale, 
which is fully discussed, are without 
probative value and unacceptable. 

(lv) An individual DD Form 833-5 
shall be submitted for each element of a 
contractor's claim at the time of the in¬ 
itial claim submission, for any material 
revision of the claim, and prior to the 
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execution of a settlement agreement on 
the claim. 

(v) The Navy should require, at the 
time of Initial submission of a claim an 
ollldavit. as follows: 


I. ..._•, the responsible senior company 

official authorized to commit the ...—•• 

with respect to its claim dated-, under 

contract (s) ™... # being duly sworn, do 
hereby depose and say that: (1) the facta 
described in the claim are current, complete 
and accurate; and (II) the conclusions in 
ths claim accurately reflect the material 
damages or contract adjustments for which 
the Navy Is allegedly liable. 


(Signature) 

•Name and title of company official sign¬ 
ing affidavit. In a large company, signature 
by the head of a plant or division is accept¬ 
able. if such individual is authorized to com¬ 
mit the oorporate entity whioh is a party to 
the contract under which the claim is 
asserted. 

••Name of corporate or other business 
entity submitting claim. 

Unless otherwise authorized In writing by 
NAVMAT, claim evaluations should not 
commence until an appropriate affidavit 
has been received. 

(vl) Since the burden of proof of a 
claim rest with the claimant, the Navy 
shduld reject any claims which fail to 
meet any of the requirements set forth 
In this subparagraph (c)(3) of this sec¬ 
tion. The rejection should be accom¬ 
panied by an Indication to the claimant 
of the areas or types of deficiencies which 
form the basis for the rejection. Claim¬ 
ants may be given an opportunity to re¬ 
submit such claims in the proper manner, 
unless it Is apparent from the contrac¬ 
tor's submission that the claim Is with¬ 
out foundation. 

(vii) If. after resubmission of an in¬ 
itially rejected claim, and thorough re¬ 
view and evaluation thereof by the Navy, 
the parties arc umblc to agree upon a 
settlement of the claim, the Navy should 
not normally entertain another claim re- 
submlsslon. Instead, the contracting of¬ 
ficer should Issue a final decision deter¬ 
mining to what extent, if any, the claim 
Is acceptable to and what extent It should 
be denied. This decision Is subject to the 
notice, review and approval requirements 
provided in <e) of this section. 

(viii) Where contractor actions or In¬ 
actions are likely to result In a claim or 
to delay timely and equitable resolution 
of claim issues, or contract performances 
may be impaired, higher level assistance 
will be promptly sought (See also } 737.- 
l-950<e) (5) and (f>.) 

(d) Documentation of Significant Con - 
tract Events. <1> General Proper resolu¬ 
tion of contractor claims Is dependent 
upon the adequacy of both the available 
contractor and Government Information 
concerning the relevant facts. Effective 
presentation and analysis of a claim re¬ 
quires the contractor to reconstruct 
events, actions, circumstances and condi¬ 
tions that may have taken place long 
since. This reconstruction process is com¬ 
plicated by the Impact of other past 
transactions and events that are not 
germane to the Issues involved and must 
be separated therefrom. Adequate docu¬ 


mentation is the key to the Government's 
ability to verify, qualify or refute matters 
which a contractor presents in support 
of, or as the basts of, his claim. 

(2) Applicability. A record of signifi¬ 
cant events, in accordance with para¬ 
graphs (d> (3), <4> and of this sec¬ 
tion. shall be maintained by the Contract 
Administration Office with respect to: 

(i) All contracts In excess of $5,000,- 
000: and 

(11) All contracts, regardless of dollar 
amount, concerning which the officer in 
charge of the contract administration 
office has determined a reasonable pos¬ 
sibility exists that a claim may be as¬ 
serted thereunder. 

(3) Record of Significant Events. Field 
Contract administration offices shall 
maintain, on a continuing basis (dally 
when necessary), a record narrative 
summarizing significant events as they 
occur during the performance of each 
contract specific in paragraph (d) (2) of 
this section. The record shall document 
events as prescribed in paragraph <d>(4) 
of this section with the type of informa¬ 
tion described in paragraph (d)(5) of 
this section. The record shall be supple¬ 
mented by photographs, references to 
key documents, or other Information as 
necessary and appropriate, to assure a 
complete and Independent record of con¬ 
tractor performance in the event of 
subsequent claims. 

(4) Events to be Documented. The sig¬ 
nificant events documented shall include, 
but shall not be limited to. those matters 
which have a bearing upon the follow¬ 
ing areas: 

(1) Delivery schedule changes or prob¬ 
lems; 

(ii) Drawings, designs and specifica¬ 
tion wliich are ambiguous, defective or 
impossible of performance; 

dll) Differences In Interpretation of 
contract provisions; 

(iv) Delay and disruption of contrac¬ 
tor effort; 

(v) Changes In method or sequence of 
work; 

(vl) Late or defective Government fur¬ 
nished property or information; 

(vii) Rejections, rework, waivers and 
deviations; 

(vili) Planned vs. actual performance 
milestones: 

(lx) Delays in Government actions 
such as processing engineering change 
proposals, consent to subcontracts and 
review of technical data; 

(x) Contractor error and non-compli¬ 
ance with contract terms; and 

<xi> Any other Government actions or 
Inactions (excluding formal written 
change orders) which have the effect or 
requiring the contractor to perform work 
different from that prescribed by the 
original terms of the contract. 

(5) Type of Information . To the ex¬ 
tent applicable, the following informa¬ 
tion concerning each event recorded shall 
be provided: 

(I) The nature and pertinent circum¬ 
stances of the event; 

(II) The date of the event and the 
identification of Government and con¬ 
tractor personnel Involved, Including 
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name and function of the respective In¬ 
dividuals; 

(til) Identification of any relevant 
document Involved; 

(iv) The substance of any oral com¬ 
munications; and 

(v) A statement concerning the pos¬ 
sible consequences or effects of the event 
described upon the contract cost, sched¬ 
ule. or technical performance. Including 
manner or sequence of performance. 

<6> File Maintenance . The records 
concerning significant events shall be 
kept In a separate folder or folders for 
each contract and identified as the "Sig¬ 
nificant Events File." Those records 
which are already maintained separately 
as part of the contract file in accordance 
with ASPR S2-102.2 need not be includ¬ 
ed in the Significant Events File. Where 
pertinent documents needed to complete 
the record arc located elsewhere than in 
the contract file, copies of such docu¬ 
ments or cross-references thereto, shall 
be Included In the Significant Events File. 
All non-factual information <l.e„ opin¬ 
ions and conclusions expressed by any 
representative of the Contract Adminis¬ 
tration Office, and privileged, legal ad¬ 
vice of counsel) contained In the Signifi¬ 
cant Events File shall be marked "FOR 
OFFICIAL USE ONLY." 

(c) Claim Reporting Review and Ap* 
proval Requirements and Procedures. (1) 
Initial Claim Reports . Cognizant procur¬ 
ing activities shall report to the Chair¬ 
man. NMC Claims Board (MAT 02B) all 
contractor claims which exceed a pro¬ 
curing activity's clearance dollar thresh¬ 
old set forth in S 737.1-403-51 (b> (1) no 
later than one <1) week following receipt 
of the written claim from the contractor. 
All field procuring installations reports 
shall be forwarded via the cognizant 
Command to the Chief of Naval Material 
(MAT 02B). Claim reports shall be in tho 
following format: 

(1) Contractor's name. 

(ii) Contract number; supplies or serv¬ 
ices procured; contiact price, target price 
or estimated total cost. 

(Ill) Amount of claim, and date written 
claim received. 

(Iv) Alleged basis of claim (e g., species 
' of constructive changes, etc.). 

(v) Participating activities or agencies 
(e.g., USAF. by MIRP). 

(vi) Assessment of validity of claim, 
where possible. 

(vii > Planned handling and disposition 
of claim. Reports shall not be delayed to 
obtain information elements <f> or (g>. 
Further, procuring Activities shall main¬ 
tain similar records for claims below 
their reporting threshold. 

(2) Follow-Up Claim Reports . At the 
end of each fiscal quarter, procuring ac¬ 
tivities which submitted Initial Claim Re¬ 
ports shall submit to the Chairman. NMC 
Claims Board (MAT 02B) summary Fol¬ 
low-Up Claim Reports Including the fore¬ 
going seven elements of Information for 
each reported claim apd shall supple¬ 
ment information element (g) with a 
milestone plan of action to dispose of 
the claim and comments on progress in 
such disposition. In addition, explain all 
cliangcs of dollar amounts of claims un- 
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der review, or before the ASBCA or Court 
of Claims from the prior quarterly re¬ 
port. After each such claim is resolved, as 
provided in paragraph (e) (3) of this sec¬ 
tion. the procuring activity shall submit 
a final report containing the amount and 
factual conclusions supporting settlement 


<i) NMC Claims Board. NMC Claims 
Board members shall consist of procure¬ 
ment executives designated by the Com¬ 
manders. Naval Air, Sea. Supply, Facil¬ 
ities and Electronic Systems Commands, 
and shall be chaired by the Deputy Chief 
of Naval Material (Procurement and 
Production) or his designated repre¬ 
sentative. A Deputy General Counsel and 
a representative of the Navy Comptroller 
shall be Claims Board advisors. 

(A) The NMC Claims Board Is an Ad¬ 
visory Board to the Chief of Naval Mate¬ 
rial. In general, the NMC Claims Board 
will review contractor claims wliich ex¬ 
ceed a procuring activity’s clearance dol¬ 
lar threshold set forth in ft 737.1-403-51 
(b)(1). The NMC Claims Board review 
will not be required in (I) cases involv¬ 
ing out-of-court settlement of appeals 
pending before the ASBCA. (2) cases 
where the ASBCA or Court of Claims has 
decided entitlement issues but has re¬ 
ferred the case bock to the Navy for 
quantum determination, or (3) cases on 
which such review has been waived by the 
Chief of Naval Material, or by the Deputy 
Chief of Naval Material (Procurement 
and Production) (see ft 737.1-401-56). 

<B) For each final decision of the con¬ 
tracting officer denying In whole or in 
part any claim requiring review by the 
NMC Claims Board as prescribed In the 
preceding paragraph, the proposed deci¬ 
sion shall be subject to approval by the 
Chairman, NMC Claims Board. At the 
option of a procuring activity, any claim 
or proposed claim settlement or final 
decision of the contracting officer below 
an activity's clearance dollar threshold 
may be submited to the NMC Claims 
Board for review or advice. If a proposed 
settlement is below the foregoing clear¬ 
ance dollar threshold, the Head of the 
Procuring Activity Is authorized to ap¬ 
prove such settlement. If a proposed deci¬ 
sion is below the foregoing clearance 
ddllar threshold but the amount of the 
contractor’s claim exceeds such thres¬ 
hold. the Head of the Procuring Activity 
must first obtain clearance from the 
Chairman. NMC Claims Board before Is¬ 
suance of Lhc decision. This HP A author¬ 
ity may not be delegated to any official 
below the level of Deputy or Assistant 
Commander far Contracts or Director of 
Contracts Office or Directorate. 

(ii) Requirement for Legal Memoran¬ 
dum. The supporting documentation with 
respect to claim actions submitted to the 


or contracting officer’s decision, as appli¬ 
cable. Comments should be included with 
respect to lessons learned and corrective 
actions taken or to be taken to preclude 
or to minimize the recurrence of the cir¬ 
cumstances leading to the claim. 

(3) Claim Review. 


then NMC (Jcmral (I. A L) concur* 

Hryvni Drirang. mice). 


Claims Board will include a legal memo¬ 
randum. At a minimum, the required 
legal memorandum should: 

(A) Analyze the applicability and ade¬ 
quacy of the contractor’s legal theory or 
theories of Government liability. 

(B) Analyze and evaluate the presence 
and adequacy of evidentiary facts satis¬ 
fying the elements of proof required by 
such legal theory or theories. 

(Hi) NMC General Board. When desig¬ 
nated by the CNM, the NMC General 
Board shall be briefed on proposed 
contractor claim settlements or contract¬ 
ing officer’s decisions which are over 
$10 million. Prior to such briefing, 
the NMC Claims Board shall review 
the proposed action to assure that 
it is factually and contractually sup¬ 
ported. In the event such review cannot 
be completed within ten (10) working 
days, the NMC Claims Board shall notify 
the NMC General Board of the reasons 
for the delay and the anticipated date 
of completion of review. The NMC Claims 
Board Chairman or his designated rep¬ 
resentative shall conduct the briefing of 
the NMC General Baird. outlining all 
pertinent technical, cost and legal Infor¬ 
mation. and presenting the Claims 
Board's and affected procuring activity’s 
recommendations, and minority or op¬ 
posing viewpoints, if any. The Chairman, 
NMC Claims Board shall prepare a de¬ 
cision paper cm proposed claim settle¬ 
ments or final decision of (he contracting 
officer for approval or disapproval by the 
Chief of Naval Material. Each Claims 
Board SYSCOM executive shall fully 
brief his SYSCOM Commander on each 
proposed claim settlement or final de¬ 
cision prior to NMC General Board 
action. To facilitate the above-mentioned 
brlflngs, the SYSCOM Claims Board 
member shall prepare and submit an 
executive summary of the claim settle¬ 
ment or decision to the Chairman. NMC 
Claims Board (MAT 02B) on all claims 
in excess of $5 million. Such executive 
summary shall be furnished promptly 
after claims settlement or decision is 
reached by the Command. 

(!v> Commitment and Clearance. No 
settlement commitment or final decision 
shall be made prior to receipt of approval 
by the NAVMAT official specified nbove. 
When a proposed settlement exceeds the 
procuring activity’s clearance dollar 
threshold, approval of the settlement as 
provided above shall constitute NAVMAT 


business clearance prescribed by f 737.1- 
403. 

(v) Assistant Secretary of the Navy 
<Installations and Logistics). At the end 
of each fiscal quarter, the Chief of Naval 
Material shall submit a summary of all 
Naval procuring activity Initial and Fol¬ 
low-Up Claim Reports prepared pursu¬ 
ant to paragraphs (e) (1) and (2) of this 
section to the Assistant Secretary of the 
Navy (Installations and Logistics). In 
addition, the Chief of Naval Material or 
his authorized representative shall orally 
brief and secure* the concurrence of the 
Assistant Secretary on each CNM claim 
settlement action taken if the approved 
settlement exceeds $10,000,000. 

<vi> Provisional Increases in Contract 
Prices. Provisional price Increases or pro¬ 
visional payments against claims will be 
made only in unusual circumstances 
where essential to continued perform¬ 
ance. PrUnary emphasis should continue 
to be given to achieving prompt settle¬ 
ment of claims thereby obviating the 
need for provisional price increases or 
pay met U. When provisional Increases in 
contract prices are deemed necessary, 
they will be submitted to the NMC Claims 
Board for approval prior to contract 
modification. The Justification will 
Include: 

(A) Necessity for provisional price In¬ 
crease or provisional payment in relation 
to overall corporate financial require¬ 
ments; 

(B) Legal memorandum of contrac¬ 
tor’s entitlement to some compensation; 

<C) Contracting officer’s determina¬ 
tion that the amount of ultimate entitle¬ 
ment to compensation will equal or ex¬ 
ceed the amount of the proposed provi¬ 
sional price increase or provisional 
payment; 

<D) The extent and results of techni¬ 
cal. administrative, and audit review 
performed; 

(E) Projected date of settlement of 
claim; and 

<F) Other pertinent information (c.g., 
comment as to whether the contractor 
has reasonably satisfied oil requests for 
documentary and analytical support of 
the claimed amount). 

(f) implementation. (1) Procuring ac¬ 
tivities shall give wide dissemination to. 
and implement, the policies and proce¬ 
dures set forth herein. Including estab¬ 
lishment of the appropriate delineation 
of authorities within each activity. 

(2) The policies stated herein shall 
apply to all pending and future contrac¬ 
tor claims. 

(3) Persons and Boards required to 
review the proposed disposition*; of con¬ 
tractor claims in accordance herewith 
shall assure that the policies established 
herein were followed in the entertain¬ 
ment and evaluation of the claim under 
review. 

§ 4T37.1—401—5(i Contractor Appeal* to 
the Armed Scrvirc* Board of (xm* 
tract Appeal* (ASBCA) ; PoKcie* and 
Procedure*. 

(ft) General. The Office of the General 
Counsel <OGC) has sole litigation 
authority for all appeals under Navy con- 


Amount of claim XUpurltn* Review Approval 


Lw than elennutcr dollar value...WktMn prnruiiaff Procuring activity.... procuring activity. 

Ororanre dollar value or higher, bat not MAT Q2&... NMC CLaimi Hoard.. MAT mb. 
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tracts to the ASBCA- Because of the fre¬ 
quent complexity of these cases, the Of¬ 
fice of the General Counsel and the 
Command or othrur procuring activity In¬ 
volved should maintain the continuity of 
any Navy claim team which might have 
Investigated and evaluated the contrac¬ 
tor's claim submission. Such teams 
should continue to function in an assist¬ 
ing capacity under the leadership of the 
OGC Trial Attorney assigned to handle 
the appeal. 

<b> Contracting Officer Decisions, 
Copies of all executed contracting officer 
decisions shall be forwarded, at time of 
Issuance, for appropriate action, to the 
Contract Appeals Division (CAD) of the 
Office of General Counsel. 

(c) Contractor Notices of Appeal. 
When a notice of appeal In any form is 
received by the Command or other pro¬ 
curing activity, the Contracting Officer Is 
required by Rule 3 of ASBCA Rules 
(5 30.1) to forward it to the ASBCA. 
This should be done by Command or 
other procuring activity Counsel on be¬ 
half of the Contracting Officer, with a 
copy to the Contract Appeals Division. 

(d) Documentation Requirements. The 
Contract Appeals Division shall be fur¬ 
nished four (4) sets of the documents 
pertinent to the oppeal required by Rule 
4 of the ASBCA Rules. The Contracting 
Officer shatl compile these documents 
promptly with the advice and assistance 
of Command or other procuring activity 
Counsel. These Rule 4 documents, which 
at & minimum should include all of the 
documents relied upon by the Contract¬ 
ing Officer in reaching a final decision, 
should be arranged in an orderly fashion 
(preferably in chronological order), in¬ 
dexed. numbered and tabbed. AU pages 
should be clear and legible. If additional 
documentation is deemed to be neces¬ 
sary, the Contract Appeal'; Division shall 
make the request for s uch documentation 
and If it is available, the Contracting 
Officer shall furnish said documentation 
with the assistance of Command or pro¬ 
curing activity Counsel. Rule 4 requires 
that the documents be filed within 30 
days after receipt of the notice of appeal. 
If more time Is needed, the Contract Ap¬ 
peals Division shall bo advised so that 
it may request an extension of time from 
the ASBCA. Such extensions shall be re¬ 
quested only when necessary and not as 
a matter of course. In field purchasing 
offices not having assigned Counsel, the 
Contract Appeals Division will work di¬ 
rectly with the Contracting Officer in ob¬ 
taining the Rule 4 documents. Upon re¬ 
ceipt of the Rule 4 documents, the Con¬ 
tract Appeals Division will assume the 
responsibility for transmitting a copy to 
the Board and for meeting the additional 
requirements of Rule 4 with reference 
to the appellant. 

(e) Litigation Report Requirement. 
With the compilation of Rule 4 docu¬ 
ments. a comprehendve litigation report 
shall be forwnrded to the Contract Ap¬ 
peals Division. At a minimum, the report 
should include: 

(1) A detailed narrative statement of 
facts preferably in chronological se¬ 
quence, and with a topical segregation 


when appropriate, with references to at¬ 
tached supporting documents or ex¬ 
pected testimony. If such a statement 
was previously submitted pursuant to 
paragraph <d> of this section, it need 
not be submitted a second time, but 
should be supplemented or revised if 
additional information becomes avail¬ 
able In the interim. 

(2) An analysis and evaluation (classi¬ 
fied as attorney-client privileged in¬ 
formation) of the factual and legal 
positions of both sides, the available evi¬ 
dence, and the expertise and effective¬ 
ness of prospective witnesses. 

(3) The Advisory report. If any, of 
any Review Board or Panel. 

(f) Team Cooperation. Commands or 
other procuring activities shall cooperate 
with the Contract Appeals Division in 
connection with the conduct of an ap¬ 
peal. Arrangements for staff assistance 
and support in the development of the 
appeals case shall be effected by agree¬ 
ment among Trial Attorney, Command 
Counsel and the Contracting Officer. 

(g) Matters for Clearance with the 
Contracting Officer. The Contract Ap¬ 
peals Division is charged with the re¬ 
sponsibility for defending the Navy's case 
before the ASBCA as contained in the 
Contracting Officer's final decision. If, 
during the processing of an appeal, the 
Contract Appeals Division Trial Attor¬ 
ney considers that nnv aspect of the 
Navy's case, as set forth In the final de¬ 
cision, should be abandoned or sub¬ 
stantially modified, he shall obtain the 
concurrence of the Contracting Offi¬ 
cer before entering into any stipulation, 
consent, or other action or disposition 
with respect to such issue in the Appeals 
deliberations. 

(h) Settlement Negotiations While 
Appeal it Pending Re fore the ASBCA . 
The conduct of settlement negotiations 
in connection with my pending appeal 
should generally be accomnll-hcd by se¬ 
lected team consisting of the Trial At¬ 
torney and representatives of the Con¬ 
tracting Office (Including Command or 
procuring activity technical personnel, 
counsel, negotiator, and auditor if neces¬ 
sary) . Other arrangements may be made 
in specific coses as appropriate. However, 
no final settlement agreement will be 
made without the written approvnl of 
the Contracting Officer. When a settle¬ 
ment Is made, a memorandum shall be 
prepared by the negotiating team (and 
signed by all team member**.) stating the 
basis and reasons therefor. The settle¬ 
ment agreement shall be drafted by the 
Command and Trial Attorney. The Trial 
Attorney shall file any legnl papers re¬ 
quired to be filed with the ASBCA to 
effect disposition of the case by mutual 
agreement of the parties. 

(i) Appeals Case Remanded to Nang 
for Quantum Determination. In rome in¬ 
stances. the ASBCA will determine that 
the contractor is entitled to compensa¬ 
tion with respect to one or more Issues 
addressed in the Contracting Officer's 
decision. The ASBCA may then direct 
that the Navy re-assume responsibility 
of the claims case for purposes of quan¬ 
tum determination. In all such cases, the 


Contracting Officer shall arrange for a 
negotiating team to be established to 
reach mutual agreement with the con¬ 
tractor with respect to such Issue(s). 
Since the case no longer is considered 
a pending appeal, the attorney for the 
negotiating team shall be appointed by 
the appropriate Command or Bureau 
Counsel. No final Fettlement agreement 
shall be made without the approval of 
the Contracting Officer. 

(J) NMC Claims Board Reviews. Ne¬ 
gotiated settlements of appeals, pending 
before the ASBCA, as well as negotiated 
settlements of Appeal Issues which have 
been remanded to the Navy for quantum 
determination, will be subject to ap¬ 
proval by the Chairman and Legal Ad¬ 
visor of Use NMC Claims Board, if the 
amount of any such settlements exceeds 
the Command’s or other procuring ac¬ 
tivity's clearance dollar threshold. Pro¬ 
posed settlements in excess of $10,000,000 
require concurrence of the Assistant Sec¬ 
retary of the Navy (Installations and 
Logistics). 

<k> Contract Modification. Whenever 
contract modification and other contract 
documents are required to Implement a 
settlement or ASBCA or appellate court 
dcchlon, they should refcrcnco the 
ASBCA proceedings by title and docket 
number. 

§ 737.1—101—37 Navy Claims Again*! 
tlm Contractor. 

(a) General. In certain instances, a 
basis may exist for a Navy claim against 
a contractor. 8ueh claims usually take 
the form of a demand for an equitable 
reduction in a contract price or for the 
repayment of an overpayment. The Navy 
claims might arise from numerous cau es 
such as identification of contractor fail¬ 
ures to perform in accordance with spec¬ 
ifications or from defective pricing. Of¬ 
ten. these claims arise incident to the 
factual Investigation of a contractor's 
claim against the Navy, in which case, 
they ere referred to as "counter claims." 
Regardless of how a cl dm arises. It is 
essential that Navy personnel take 
prompt action to document the bases and 
reasons for the claim and, when possible, 
to settle claims by negotiation with the 
contractor. 

(b) Claim Reporting. Cognizant pro¬ 
curing activities shall report to the 
Chairman, NMC Claims Board (MAT 
02B) all Government claims which ex¬ 
ceed $500,000 no later than one (1) week 
following assertion of the claim. Claim 
reports shall include information similar 
to that required under 5 737.1-401-55(0 
(1). Follow-up reports shall be submitted 
quarterly in accordance with 5 737.1- 
401-55(0(2). 

(c) Claim Documentation. Govern¬ 
ment claims shall be thoroughly docu¬ 
mented. Tile same standards of claim 
documentation required for contractor 
claims (see 9 737.1-401-55(0) shall also 
be applicable to Government claims. 

(d> Contractor Appeals. In the event 
settlement by negotiation cannot be 
achieved, a Contracting Officer’s decision 
shall be promptly issued In accordance 
with the "Disputes" procedure of the per- 
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tinent contract. This decision shall set 
forth the basic facts of the dispute and 
the details of the Navy’s claim against 
the contractor. In preparing the decision 
and processing the dispute, when an ap¬ 
peal is taken by the contractor, the ap¬ 
peal procedures outlined in 9 737.1-401- 
56 shrill be followed. 

§ 737.1—103 ltiH|uimnfnl» To Hr Mrl 
llrforr Knlrring Into Cxmlnirt*. 

§ 737.1—103-50 Buftae** Clearance. 

Business clearance is the required ap¬ 
proval by the Chief of Naval Material 
of the business aspects of proposed con¬ 
tractual actions. 8uch clearance is re¬ 
quired pursuant to authority derived 
from the Secretary of the Navy and 
1 1.403. Although there Is a regulatory 
basis for business clearance, the Chief of 
Naval Material uses also the business 
clearance procedure as a means of moni¬ 
toring procurement operations with em¬ 
phasis on how well those operations are 
being managed. Request for business 
clearance is submitted on a business 
clearance memorandum and consists of 
two parts as follows: 

ia) Pre-Negotiation Business Clear¬ 
ance. Upon receipt of the contractors 
proposals and audit and field contract 
administration reports, and upon com¬ 
pletion of thorough evaluation of tech¬ 
nical aspects and price and contract 
terms, a pre-negotiation business clear¬ 
ance memorandum shall be prepared set¬ 
ting forth all significant details of the 
proposed contract negotiation and the 
course the procuring activity proposes to 
pursue (see $ 727.1-403-52). Any major 
change in the pre-negotiation business 
clearance memorandum proposed by the 
requisitioning or procuring activity or 
proposed by an offeror which the procur¬ 
ing activity desires to adopt shall be 
covered by a revised prenegotiation busi¬ 
ness clearance memorandum. 

(b) Post-Negotiation Business Clear¬ 
ance. Negotiation should be undertaken 
promptly after the Chief of Naval Ma¬ 
terial approval of the pre-negotiation 
business clearance memorandum, with 
the objective of submission of the post- 
negotiation business clearance w ithin 30 
days from the date of approval of the 
pre-negotiation business clearance mem¬ 
orandum. IT negotiations are not com¬ 
pleted within 60 days after appropal by 
the Chief of Naval Material of the pre- 
negotiation clearance, a supplemental 
pre-negotiation business clearance mem¬ 
orandum is required. Such clearance 
si mil include the reason for the delay and 
discussion of any pertinent changes that 
have occurred since submission of the 
pro-negotiatfon clearance memorandum. 
Upon completion of negotiation, the 
post-negotiation business clearance 
memorandum shall set forth in detail 
the negotiation results obtained, In ac¬ 
cordance with ft 737.1-403-52. No com¬ 
mitment shall be made to a prospective 
contractor prior to obtaining the chief 
of Naval Material’s approval of the 
post-negotiation business clearance 
memorandum. 

<c> Waiver of Post-Negotiation Busi¬ 
ness Clearance . The poet-negotiation 
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business clearance may be waived by 
the Chief of Naval Material in individ¬ 
ual cases. For activities regulated by 
§ 737.1-403-51 <bMl> a and b. the post- 
negotiation clearance may be waived by 
the Head of Contracts of the SYSCOM 
concerned. In the latter case, the Head of 
Contracts shall forward a memorandum 
for record to the Chief of Naval Material 
outlining the reasons for the waiver. 
While tile Heads of Contracts of activi¬ 
ties regulated by 9 737.1-403-51 ib) (1) a 
and b are not required to obtain ap¬ 
proval to waive post-negotiation clear¬ 
ances. they are encouraged to seek guid¬ 
ance from the Chief of Naval Material 
when circumstances warrant. Generally, 
such waivers will apply only If the final 
negotiated position is within the limita¬ 
tions and conditions prescribed by the 
Chief of Naval Material in its approval 
of the pre-negotiation business clear¬ 
ance, When a waiver has been granted, 
a memorandum confirming that the final 
agreement negotiated was within the 
limitation prescribed in the pre-negotia¬ 
tion approval shall be forwarded to the 
Chief of Naval Material except that, if 
negotiations arc not completed within 
60 days after approval of the pre¬ 
negotiation clearance, a supplemental 
pre-negotiation clearance is required as 
set forth in (b) above. 

<d> Use of RAN for Clearance Pur¬ 
poses. In individual cases of justifiable 
urgency' which necessitate the use of 
either a letter contract or a CPFF con¬ 
tract to be negotiated under 10 U.S.C. 
2304(a) (Hi through (16), and the total 
estimated amount of the contract ex¬ 
ceeds the dollar thresholds set forth In 
9 737.1-403-51 (b) (1). Chief of Naval Ma¬ 
terial business clearance can be re¬ 
quested and granted on a Request for. 
Authority to Negotiate (RAN) (see 
9 737.3-306). This procedure does not re¬ 
lieve the SYSCOM or other procuring 
activity from providing the information 
required by * 737.1-403-52 in the RAN. 
Further, the RAN or APP shall contain a 
separate paragraph titled “Business 
Clearance Aspects” containing the in¬ 
formation required by 9 737.1-403-52. 

§ 737,1^103—31 flu*inr** Ocsirnnrc Re¬ 
quirement a. 

(a) Business Clearance Within the 
Procuring Activity. (1) Each procuring 
activity shall establish requirements 
and procedures for wrritten pre-negotia¬ 
tion and post-negotiation business clear¬ 
ance similar to those prescribed in 
9 737.1-403-50, for procurements and 
other contract actions between $100,000 
and the Chief of Naval Material clear¬ 
ance dollar values, of the type for which 
the Chief of Naval Material business 
clearance is required in (b) below. 

(2) The business clearance memo¬ 
randa shall set forth the evaluation of 
the contractor’s proposals and the meth¬ 
od by which negotiations arc planned U> 
be accomplished and shall be approved 
within the procuring activity at a level 
higher thiw that of the Individuals as¬ 
signed to the negotiations. The results 
of negotiations shall also be recorded 
and approved at the same higher level 
prior to the execution of the contract. 


This internal approval procedure shall 
also apply to business clearance procure¬ 
ment actions requiring business clear¬ 
ance from the Chief of Naval Material 
Tills documentation shall be retained in 
the contract file of the procuring activity 
concerned. 

(3> A copy of each post-negotiation 
clearance on contract actions obligating 
less than the clearance dollar values set 
forth In 5 737.1-403-51(b) shall be sub¬ 
mitted promptly, together with a copy of 
the related pre-negotiation clearance, to 
the Chief of Naval Material for informa¬ 
tion when such actions will obligate 
amounts above the following: 

(1) For aircraft (airframe) and ship 
construction procurement: $2,000,000. 

<iK For all other‘procurements: $1,- 
000,000 ($600,000 for activities regulated 
by * 737.1-403-51(b)<l)e). 

(4) If a contract is to be awarded by 
an activity regulated by 9 737.1-403-51 
(b)(l)e below, and Is to include special 
clauses not authorized for general use 
which may affect the contract price, the 
information specified in 9 737.1-403-52 
(&X1X1XK), together with a copy of 
the procuring activity's pre- and post- 
nogotlation business clearance, shall be 
furnished to the Chief of Naval Material 
for information. If a contract is to be 
awarded by an activity regulated by 
I 737.1-403-52(a)(l) (i) <K>, information 
to include special clauses specified In 
9 737.1-403-52'a> <i) <K>, information 
and business clearances specified In this 
subparagraph (4) shall be reviewed by 
the Head of Contracts, or in his absence, 
his principal deputy, of the SYSCOM or 
other procuring activity. 

(5) The Chief of Naval Material 
(MAT 02) will, from time to time, re¬ 
view procuring activity procedures and 
records as appropriate to assure full 
compliance with paragraphs fa) <1> 
through (4) of this section. 

(b> Procurement Actions Requiring 
Business Clearance by the Chief of Naval 
Material. (1) Clearance Dollar Thresh¬ 
olds. Except when different clearance 
dollar thresholds are specified in para¬ 
graphs <b» (2> or (3) of this section, 
business clearance shall be obtained 
-from the Chief of Nnval Material on all 
contract actions and circumstances set 
forth in this 9 737.1-403-5Kb) when 
such actions will obligate amounts above 
the following: 

(D For the Naval Air Systems Com¬ 
mand. the Naval Sea Systems Command 
and the Military Sealift Command: 
$ 10 , 000 , 000 . 

(ii) For the Naval Electronic Systems 
Command: $5,000,000. 

• ill) For the Automatic Data Proc¬ 
essing Equipment Selection Office: 
$3,000,000. 

(iv) For the Marine Corps. Aviation 
Supply Office, Ships Parts Control Cen¬ 
ter, the Office of Naval Research, the 
Naval Facilities Engineering Command, 
the Naval Training Equipment Center, 
and the Naval Regional Procurement Of¬ 
fice, Los Angeles: $2,000,000. 

(v) For all other Navy purchasing 
offices: $1,000,000. 

(2) Types of Contract Actions. Nego¬ 
tiated Procurements . Business olear- 
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ance for negotiated procurements and 
other types of action shall be obtained 
from the Chief of Naval Material for 
the following: 

(l) hew Procurements. Business clear¬ 
ance. Including type of contract clear¬ 
ance for multiple Incentive (FPI, CPIF. 
and CPAF) contracts, is required for each 
contract or amendment effecting new 
procurement which by Itself, or by the 
exercise of any option or options con¬ 
tained therein, would obligate the Gov¬ 
ernment in a sum equal to or exceeding 
the specified clearance dollar value. 
Business clearance, including type of con¬ 
tract clearance for multiple incentive 
(FPI, CPIF and CPAF) contracts, is re¬ 
quired for any contract amendment 
w*hich. although effecting new procure¬ 
ment In a sum less than the specified 
clearance value, causes the aggregate 
obligation under the contract to equal 
or exceed the specified clearance dollar 
value. In all cases requiring clearance by 
reason of the amount of the aggregate 
obligation, full Information shall be 
furnished explaining the existing por¬ 
tion of the contract being amended or the 
prior contract providing for the services 
being continued. Once a business clear¬ 
ance, including typo of contract clear¬ 
ance for multiple incentive (FPI, CPIF 
and CPAF) contracts, has been obtained 
because of the aggregate obligation rule 
In the case of a contract amendment, a 
further such business clearance Is re¬ 
quired only when a subsequent amend¬ 
ment. in itself, is In an amount which 
equals or exceeds the clearance value 
specified In 9 737.1-403-51 (b> (1). 

(U) Letter Contracts , Advance Pro¬ 
curement Contracts . and Long Lead- 
time Amendments. Business clearance 
must be obtained from the Chief of 
Naval Material (MAT 02) for award of 
letter contracts, advance procurement 
contracts and long lead time amend¬ 
ments, and from the Chief of Naval Ma¬ 
terial for other actions concerning these 
contracts and amendments as follows: 

(A) Contract Action or Circumstance . 
Except as provided In paragraph (b) (2) 
(ii) (B> of this section, a business clear¬ 
ance must be obtained for: 

<f) The award of a letter contract, ad¬ 
vance procurement contract and long 
leadtime amendment when the total esti¬ 
mated amount exceeds the dollar thresh¬ 
old set forth in 9 737.1-403-51 (b> (1). 
Aivard of letter contracts, advance pro¬ 
curement contracts and long leadtfme 
amendments that do not require Chief 
of Naval Material (MAT 02) business 
clearance, must be approved by the Head 
of Contracts, or In his absence, by his 
principal deputy. Further, such letter 
contracts, advance procurement con¬ 
tracts and long leadtime amendments 
proposed by activities controlled by 
§ 737.1-403-5Hb) U > (v) must be ap¬ 
proved by the Deputy Commander for 
Procurement Management. Naval Sup¬ 
ply Systems Command prior to issue. 
This authority may not be rcdelcgatcd. 
Further, the Head of Contracts shall sign 
a memorandum for the record regarding 
the salient aspects of the letter contract. 


advance procurement contract or long 
leadtlme amendment, and setting forth 
a firm schedule for definition and con¬ 
version. This memorandum shall be sub¬ 
mitted to the Chief of Naval Material no 
later than five (5) days after award of a 
letter contract, advance procurement 
contract, or long leadtlme amendment, 
except that, this memorandum shall not 
be required if the procurement has pre¬ 
viously been approved on a Request for 
Authority to Negotiate (RAN). 

(2) The extension of the time period 
required for definltizallon of the letter 
contract, advance procurement contract 
and long ieadtime amendment, or any 
increase in the maximum Government 
liability regardless of the authority for 
the award, including paragraph (b) (2) 
(11) (B) of this section. 

(3) Any increase in scope beyond the 
work scope initially specified In the letter 
contract, advance procurement contract 
and long leadtime amendment, except for 
contract changes, unless such changes 
themselves require business clearance 
pursuant to 9 737.1-403-51 Cb> (2) Oil): 
and 

(4) Conversion of the letter contract, 
advance procurement contract and long 
leadtlme amendment to a definitive con¬ 
tract whose dollar value equals or ex¬ 
ceeds the clearance dollar value for the 
particular procuring activity as set forth 
in 9 737.1-403-51 (b) above If the letter 
contract, advance procurement contract 
or long leadtime amendment is dcflnl- 
tized at a dollar value less than the clear¬ 
ance dollar value for the particular pro¬ 
curing activity, written notification of 
such deflnitizatlon to the Chief of Naval 
Material (MAT 022) Is required. 

(B) Exception. When it is determined 
that a letter contract is the proper con¬ 
tractual instrument for a procurement 
designated “QRC" (Quick Reaction 
Capability) or "RDC" (Rapid Develop¬ 
ment Capability). as such procurements 
are defined in applicable 8ECNAV direc¬ 
tives. such letter contract does not re¬ 
quire the approval of the Chief of Naval 
Material (MAT 022>. 

(C) Clearance Documents. Letter con¬ 
tract. advance procurement contract, or 
long leadtlme amendment business 
clearance approval mny be obtained on 
any of the following documents: 

(J) RAN (Request for Authority to 
Negotiate. Form NAVEXOS 2750) or 

(2) RAC iRcquest for Authority to 
Contract. Form NAVEXOS 2760). 

(D) Deflnitizatlon Time Limitations 

and Maximum Government Liability 
Under the Letter Contract . 13.408 

(c) (3) and (4) govern, respectively. 
Justification for the dcfinltization sched¬ 
ule and maximum Government liability 
to be Included In the letter contract shall 
be detailed in the business clearance. 

<E> Exceptions to ASPR Deflnitizatlon 
Time Limitations or Maximurn Liability. 
Authorization by the Chief of Naval 
Material to Issue a letter contract shall 
constitute approval to any requested ex¬ 
ceptions to the limitations on the time 
for definitizatlon or maximum Govern¬ 
ment liability prescribed by 9 3.498(c) 
(3) and (4), respectively. 


(ill) Amendments and Changes. Ex¬ 
cept for contract amendments incorpo¬ 
rating the settlement of contractor 
“claims** (see 9 737.1-401-55). business 
clearance is required for all amendments 
pursuant to contract clauses such as 
those entitled “Changes.** or “Govern¬ 
ment Property." or other contract pro¬ 
visions, which would effect an equitable 
adjustment of a contract, cither as to 
price, estimated cost, or fixed fee. as the 
case may be. provided the proposed ad¬ 
justment amounts to or exceeds the 
specified clearance dollar value, regard¬ 
less of whether the original contract re¬ 
quired business clearance. 

Mivri Unpriced Items. Business clear¬ 
ance-^ required for any amendment 
which would obligate the Government to 
pay a definitive price of the specified 
clearance dollar value or more for a pre¬ 
viously unpriced item or items of a con¬ 
tract or for any item or items previously 
priced only an a maximum price or per¬ 
centage allocation basis. 

(v) Options. Business clearance Is re¬ 
quired for each exercise or pricing of an 
option or options which would obligate 
the Government to pay the specified 
clearance dollar value or more notwith¬ 
standing the fact that business clearance 
had been previously obtained for the 
contract containing such option or op¬ 
tions. A pre-negotiation business clear¬ 
ance proposing to definitively price an 
option prior to the expiration date shall 
be submitted at least 30 days prior to 
the expiration date of the option. 

(vl) Billing Prices. Chief of Naval Ma¬ 
terial business clearance Is not required 
tor billing price amendments. In lieu of 
NAVMAT business clearance, billing 
price amendments are to be reviewed 
and approved prior to execution by the 
Head of Contracts of the 8YSCOMS and 
other procuring activity. Interim billing 
price amendments for provisioned item 
orders under a contract for such items as 
spare parts, special support equipment, 
etc., exclusive of those issued by Inven¬ 
tory Control Points and other stock 
points for supply purposes, shall not ex¬ 
ceed 50 percent of the contractor's pro¬ 
posed price for those orders. Business 
clearance shall be required when It Is 
proposed to provide an interim billing 
price in excess of 50 percent of the pro¬ 
posed price for such provisioned items 
and for any subsequent increase thereof. 

(vtl) Basic Ordering Agreements and 
fndefinite Delivery Contracts . Business 
clearance is required for the basic con¬ 
tract instrument prior to placement of 
individual orders to Justify the type of 
contract, including a description of the 
type of material or service to be covered, 
the ordering period, the approximate 
total dollar value estimated to be placed 
under the contract, the timing and pro¬ 
cedure for pricing individual orders and 
the major contract provisions. (How¬ 
ever. only one business clearance sub¬ 
mission combining the pre- and post- 
negotiation requirements is necessary )„ 
Approval of such business clearance is 
limited to the features ot the proposed 
basic ordering agreement, or Indefinite 
Delivery Type contract. Individual orders 
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placed thereunder are Individually sub¬ 
ject to the requirements of f 737.1-403, 
though justification for the basic con¬ 
tract previously approved by the Chief 
of Naval Material need not be repeated. 

(Villi Cost-Plus-Aicard-Fcc Contracts. 
The clearance dollar value on business 
clearance covering cost-plus-award-fee 
contracts Is established as follows: 

(A) For the Naval Air Systems Com¬ 
mand, and Naval Sea Systems Com¬ 
mand: $2,000,000. 

(B) For all other Navy procuring ac¬ 
tivities and the Marine Corps: $1,000,000. 

(C) If the dollar value of the proposed 
contract is greater than those* in para¬ 
graphs (b)(2) (viii) (A> and <B) of this 
section, but less than the specified clear¬ 
ance value set forth in 9 737.1-403-51 
(b> above, the clearance need contain 
only: <1) Propriety of and basis for se¬ 
lection of cost-plus-award-fee-type of 
contract (2) details of evaluation cri¬ 
teria and procedures to be included in 
the proposed contract which will be used 
in determining the amount of aw'ard fee 
earned; and (3) statement as to the 
proposed base fee and maximum fee. In 
these cases, the clearance memorandum 
shall be labeled on its face as a “Type-of- 
contract: (2) details of evaluation ert- 
Contract Clearance" and shall be sub¬ 
mitted prior to negotiation. Only a 
memorandum of accomplishment need 
be submitted if the objective of the 
pre-negotiation clearance are achieved. 

(be) Hedcterminations tor FPl and 
CPJF Contracts. Business clearance is 
required for every agreement or amend¬ 
ment redetermining or revising the price 
or fee of a contract pursuant to an incen¬ 
tive price or incentive fee revision clause 
or other price or fee redetermination 
clause, provided the redetermined or re¬ 
vised price Is of a value at or in excess 
of the specified clearance dollar value, 
notwithstanding the fact that the final 
price or incentive fee amount is proposed 
at no change in the existing price. The 
business clearance for the Final Rcde- 
termination of an FPI contract shall also 
state whether the contractor has met 
warranty and/or performance specifica¬ 
tions in the contract and will state the 
status of any equitable price adjustment 
required. No amendment providing for 
an increase In contract price pursuant to 
a final redetermination of contract price 
will be processed without effecting an 
equitable downward price adjustment 
when it is determined that the contrac¬ 
tor has failed to meet contract guaran¬ 
tees and/or contract performance speci¬ 
fications. However, the Contracting Offi¬ 
cer may effect such an amendment if an 
amount is withheld that Is in the best 
interest of the Government, pending the 
settlement of the equitable downward 
price adjustment. When cost incentive 
provisions are the only incentive in a 
CPIF contract for which business clear¬ 
ance had previously been required, only 
an Informational business clearance 
memorandum shall be submitted to the 
Chief of Naval Material. 

<x) Redetermination After Comple¬ 
tion. Business clearance is required for 
a new contract or amendment, regard¬ 


less of dollar amount, providing for ret¬ 
roactive price redetermination after com¬ 
pletion. <See 9 3.404-6(c) for limitation 
on use of this type of contract). 

(xt> Price Adjustment Under War¬ 
ranty Clauses. Business clearance is re¬ 
quired for any price adjustment, regard¬ 
less of dollar amount, negotiated pursu¬ 
ant to a guaranty clause, warranty pro¬ 
vision, or arising from failure to meet 
contract specifications, provided the re¬ 
lated contract Itself is of ft dollar amount 
which required business clearance in ac¬ 
cordance with this | 737.1-403-51. The 
price adjustment may be submitted In a 
separate business clearance memoran¬ 
dum from other price adjustments under 
the contract. 

(xil) Split Awards. Business clearance 
is required where split awards are made 
to two or more sources, provided the ag¬ 
gregate total amount of nil wards equals 
or exceeds the specified clearance dollar 
value. 

(xlil) New Industrial Facilities. Post¬ 
negotiation business clearance only is 
required for each new industrial facilities 
contract or amendment obligating the 
Government to an amount over $200,000 
and less than $500,000. This business 
clearance requirement is waived if there 
has been express coordination and con¬ 
currence of the proposed actions by the 
cognizant contract branch or equivalent 
contract organization within the pur¬ 
chasing or procuring activity concerned, 
and If such coordination is indicated in 
the project request submitted in accord¬ 
ance with NAVMATIN8T 4860.13A (In¬ 
dustrial Facilities Program). Clearance 
dollar value sliftll be based on acquisition 
cost. Business clearance within the pro¬ 
curing activity is required and informa¬ 
tion copies of such internal clearance 
shall be submitted to the Cliief of Naval 
Material. On facilities contract actions 
over $500,000. a request for business 
clearance is required to be submitted 
separately or as a part of the project re¬ 
quest submitted in accordance with 
NAVMATINST 4860.13A (Industrial 
Facilities Program). 

(xiv) Special Contract Cost Reporting 
Requirements. Business clearance is re¬ 
quired for use of PIR (Procurement 
Information Reporting). NAVMAT Form 
4260/1 (Contract Functional Cost-Hour 
Report) and DD Form 1177 (Cost In¬ 
curred on Contract) and for any devia¬ 
tion in reporting permitted of the gen¬ 
eral instructions for preparation of the 
form regardless of the dollar value of the 
procurement. A description of the pro¬ 
gram and the circumstances making the 
use of this report desirable shall be made 
in the contract (A) to require the con¬ 
tractor to prepare and submit the report 
and <B> for any deviations or omissions 
from required reporting authorized by 
the business clearance. 

(xv) Special Requirements. In indi¬ 
vidual cases, the Chief of Naval Material 
(MAT 02) may specifically require other 
procurements regardless of dollar value 
to be submitted for business clearance. 

(xvi) Multiple Incentive Type Con¬ 
tracts. In addition to any other business 
clearance requirements hereof, the busi¬ 


ness clearance, both informational or 
formal, for all incentive contracts equal 
to or exceeding the dollar amounts speci¬ 
fied in 9 737.1-403-51 lb) (2) (villi of this 
section, which contain performance or 
delivery incentives, shall include there¬ 
with -an original and two copies of an 
attachment which sets forth a summary 
of the incentive features of the contract 
(see 9 737.1-403-52(a) (1) (ill) >. 

(c> Advertised Procurements (Includ¬ 
ing Small Business Restricted Advertis¬ 
ing). Business clearance for formally 
advertised procurements, including two- 
step formal advertising, shall be obtained 
from the Chief of Naval Material for the 
following: 

(1) Sole Bidders. For each award to 
a sole bidder if the award by itself, or by 
the exercise of any option contained in 
the resulting contract, would obligate the 
Government in an amount equal to or 
exceeding the clearance thresholds set 
forth in J 737.1-403-51 (b> (1). 

(2) Options . Whether or not business 
clearance may have been obtained for a 
contract award containing an option or 
options, business clearances is required 
for each exercise of an option or options 
which would obUgate the Government to 
an additional amount equal to or exceed¬ 
ing the dollar values set forth in 
9 737.1-403-51 (b)(1). 

(3) Price Revision Clause. For any 
amendment of a contract after award in¬ 
serting a clause providing tor price re¬ 
de term! nation, price escalation, or any 
other type of price revision: and any 
agreement or amendment effecting re¬ 
determination of the price of a con¬ 
tract pursuant to a redetermination 
clause contained therein if the contract 
previously obligated the Government to 
pay $1,000,000 or more and notwithstand¬ 
ing the fact that the redetermination is 
proposed at no change in the existing 
contract price. 

<4) Amendments Pursuant to Con¬ 
tract Provisions. Except for contract 
amendments incorporating the settle¬ 
ment of contractor “claims" (see 9 737 1- 
401-55). business clearance is required 
for any amendment, pursuant to contract 
clauses such as those entitled “Changes," 
or "Government Property." or other con¬ 
tract provisions, which would effect nn 
equitable adjustment of the price of a 
contract, provided price adjustment 
amounts to or exceeds the dollar values 
set-forth in 9 737.1-403-51 (b) (1). 

(5) New Procurement. For any 
amendment effecting new procurement 
which by itself, or by the exercise of any 
option or options contained therein, 
would obligate the Government to an 
amount equal to or exceeding the dollar 
values set forth in 9 737.1-403-51 (b) (1). 
An amendment effecting new procure¬ 
ment in an amount less than that speci¬ 
fied in 9 737.1-403-51 (b) (1). but causes 
the aggregate obligation under the con¬ 
tract to equal or exceed the dollar values 
set forth in 9 737.1-403-51 <b) (!) will re¬ 
quire business clearance: and in this con¬ 
nection, full Information explaining the 
existing portion of the contract will be 
furnished. Subsequent amendments, in 
amounts less than those specified In this 
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subparagraph b. do not require autlior- 
ity to contract. 

<6) Price Adjustment Under War¬ 
ranty Clause . For any amendment which 
would effect a price reduction, regardless 
of dollar amount, which Is negotiated 
pursuant to a guaranty clause, warranty 
provision, or failure to meet contract 
specifications, provided the related con¬ 
tract itself is of a dollar amount of 
$1,000,000 or more. The price adjustment 
shall be submitted In the form of a sepa¬ 
rate business clearance whether such 
price negotiations are a part of. or sepa¬ 
rate from, other price adjustments un¬ 
der the contract. 

<d> Special Circumstances for Certain 
Naval Activities, <1> Naval Air. Elec¬ 
tronic. and Sea Systems Command . 
In addition to the clearance required in 
I 737.1—403-51 (b) (1) and (2) above, for 
NAVAIRSYSCOM. NAVELECSYSCOM. 
and NAVSEASYSCOM. the clearance 
value of $10,000,000 ($5,000,000 for 

NAVELECSYSCOM) is subject to the 
following conditions: 

(i> The Head of Contracts, or in his 
absence, his principal deputy shall ap¬ 
prove contract actions between $1,000,000 
and $10,000,000 ($5,000,000 for NAVEL 
ECSYSCOM) In the following circum¬ 
stances: 

(A) Departure from a procurement 
plan set forth in connection with an au¬ 
thority to negotiate previously granted 
by the Chief of Naval Material, specifi¬ 
cally with respect to the degree of com¬ 
petition involved, or the use of an 
advanced contract type. This approval 
action does not preclude the need to ful¬ 
fill RAN and APP procedures set forth in 
ft 737.3-306 and ft 737.1-2100. respectively. 

(B) Award to other than the low of¬ 
feror. In whole or In part, Including split 
awards when award is made to other 
than the consecutive low offerors. 

(C) Employment of an incentive con¬ 
tract based on factors other than cost, 
such as performance and/or delivery. 
Clearance review in such cases applies 
to the propriety of the proposed incen¬ 
tive features, with reference to other 
aspects of this procurement. The busi¬ 
ness clearance shall Include the complete 
rationale to support the use of such in¬ 
centives and how the Government will 
benefit from the Incentives applied. All 
business clearances containing perform¬ 
ance incentives shall be accompanied by 
a written endorsement thereof by the 
Project Manager. 

(it) Post-negotiation business clear¬ 
ance review before award will be re¬ 
quired In all cases by a supervisory eche¬ 
lon higher than the Branch level In the 
Contracts Division (see ft 737.1-403-51 
(b)>: 

(lit) Business clearance memoranda 
may be formulated to the Chief of Naval 
Material for review and approval on 
contracts between $1,000,000 and $10,- 
000.000 ($5,000,000 for NAVELECSYS 
COM) (although not otherwise required 
by this NPD) when. In the opinion of the 
Systems Command, controversial, sensi¬ 
tive or other Issues on proposed contracts 
warrant such action. 

2) Contract Administration Office 
Contractual Actions. (1) The Chief of 
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Naval Material business clearance dollar 
value on both pre-negotiation and post- 
negotiation business clearance covering 
contractual actions negotiated and to 
be executed by the Contract Administra¬ 
tor is required only when the dollar 
amount to be obligated exceeds the Sys¬ 
tems Command or procuring activity 
(whose.contract Is to be amended) Chief 
of Naval Material clearance dollar value 
threshold. However, a post-negotiation 
business clearance shall be approved by 
the SYSCOM or other procuring activity 
whose contract is being amended for 
actions between $1,000,000 and regular 
clearance dollar threshold. The clearance 
dollar value also applies to orders under 
basic ordering instruments. When orders 
under such Instruments arc subject to 
annual pricing or priclpg at a stated 
time or point of production (such as 40 
percent of deliveries) and are not indi¬ 
vidually priced at time of sucll annual 
or periodic pricing and not at the time of 
order issuance. 

<ii> The Contract Administrator shall 
submit requests for business clearances 
via the procuring activities initiating the 
procurement aetton when the proposed 
contract exceeds the Systems Command 
or procuring activity specified Chief of 
Naval Material clearance dollar value, or 
such lower dollar limitations as my be 
established by the Systems Command or 
procuring activity. 

(Ill) The Chief Naval Material bust- 
ness clearance dollar value on post- 
negotiation business clearance may be 
increased to $5,000,000 when circum¬ 
stances warrant. Requests to increase 
this value shall be submitted to the Chief 
of Naval Material (MAT 02> and shall in¬ 
clude specific reasons and time period for 
which the increase is required. 

(3) Utility Contracts. Prior to execut¬ 
ing any contract for electric power, gas 
(natural or manufactured), water, or 
other utility service, and irrespective of 
the amount thereof, business clearance 
shall be obtained from the Naval Facili¬ 
ties Engineering Command in accord¬ 
ance with requirements of ft 737.5- 
2003-1. 

(e) Other Clearance Procedures. (1) 
The approval of a business clearance does 
not in itself constitute approval to de¬ 
viate from the provisions of ASPR and 
NPD. Except as provided In ft 737.1- 
109-51, deviations must be identified and 
approval to deviate must be specifically 
obtained from the Chief of Naval Ma¬ 
terial (MAT 02) In accordance with 
ft 737.1-109, 

<2) Copies of approved business clear¬ 
ance memoranda or any portions thereof, 
including any related Chief of Naval Ma¬ 
terial conditions of approval and the in¬ 
formation required by ft 3.811, shall 
be furnished to the cognizant Defense 
Contract Audit Agency officer and the 
ACO in accordance with 3.811. 

(3) In addition to the foregoing re¬ 
quirements for Chief of Naval Material 
business clearance, procuring activities 
shall advise the Chief of Naval Material 
of any proposed procurement action 
which will be precedent setting, contro¬ 
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versial or sensitive. Upon notification of 
such a proposed procurement action, the 
Chief of Naval Material may require 
submission of a Request for Authority to 
Contract. 

§737.1—403—52 Content of ltuMnr.u 
Omrancr Memoranda. 

(a) A business clearance memoran¬ 
dum shall be prepared and submitted to 
the Chief of Naval Material (MAT 032) 
in duplicate (original plus 1 copy) on the 
forms. '‘Requests for Authority to Con¬ 
tract” ‘NAVEXOS 2760) or “Request 
for Authority to Accept Redetermined 
Price” (NAVEXOS 2762) as applicable. 
This paragraph describes in broad terms 
the type of information wrhlch should be 
submitted in the “Justification” portion 
of the NAVEXOS forms 2760 and 2762. 
In general, the purpose of the justifica¬ 
tion t$ to establish that the proposed 
procurement conforms both to Navy pro¬ 
curement policies and to good business 
practice. The Business Clearance Mem¬ 
orandum shall fully explain the costing 
and pricing aspects of the proposed pro¬ 
curement and provide detailed informa¬ 
tion with respect to any unusual features 
in the proposed procurement. It should 
briefly outline the dates of the proposed 
contractor's quotation and subsequent 
negotiations and steps taken by the nego¬ 
tiator to secure adjustment or explana¬ 
tion of any questionable features of the 
proposed contract pricing, together with 
the results obtained. 

<1) For approval of a proposed defini¬ 
tive contract or amendment. (1) Each 
prenegotiation Business Clearance Mem¬ 
orandum shall contain, or be accom¬ 
panied by, the following information, to 
the extent possible before negotiation: 

(A) A description of the supplies or 
services, showing the number of units, 
the unit price, and the extension of total 
contract amount being procured (when 
the Business Clearance Memorandum 
covers a contract amendment, the 
amount of the original contract and All 
amendments made previously to the in¬ 
stant clearance should be set forth In the 
space provided on the cover page under 
caption “Contract Amount(s)”); 

(B) A citation, on the cover page, of 
the particular paragraph of 10 U.8.C. 
2304 permitting the negotiations, includ¬ 
ing any Class Determination and Find¬ 
ing (CDF) number previously assigned 
to an approved CDF applicable to the in¬ 
stant Business Clearance Memorandum, 
and an indication of the date of the ap¬ 
proval of either the required Determina¬ 
tion and Finding (D&F> or the statement 
of the contracting officer authorizing the 
negotiation (if there is knowledge or pre¬ 
vious procurements for the same or simi¬ 
lar items effected by means of formal 
advertising or Informal competition, 
state the justification for the presented 
in an applicable Negotiation Clearance 
Memorandum); 

(C> The extent to which competition 
was solicited And secured (if no competi¬ 
tion was solicited, a statement as to the 
reasons therefor); 

(D) Data on the proposed contractor's 
financial stability If the proposed con¬ 
tractor is one with whom the procuring 
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activity has had on previous contracting 
experience. <It is of prime importance 
that the proposed contractor's current 
balance sheet, profit and loss statement, 
and other financial statements, such as a 
cash flow sheet, be secured and carefully 
reviewed by the procuring activity if little 
Is known of his financial position. A 
summation of this financial analysts es¬ 
tablishing the proposed contractor’s fi¬ 
nancial stability shall be included in the 
Business Clearance Memorandum. As 
suggested in 9 737.31-202, where there is 
doubt that a prospective contractor lias 
the financial capacity or credit resources 
considered essential to the performance 
of a contemplated contract, especially 
when the contemplated contract would 
clearly overextend the working capital 
position of the prospective contractor, 
the contracting officer should refer the 
case to the Chief of Naval Material 
(MAT0243). and. In appropriate cases, 
the contracting officer and the Chief of 
Naval Material (MAT0243). after deter¬ 
mining that no satisfactory alternative 
sources of supply are readily available on 
terms equally os favorable to the Govern¬ 
ment, should prior to or concurrent with 
the submission of any required Business 
Clearance Memorandum, consult with 
the Comptroller of the Navy to determine 
whether financing con prudently be ar¬ 
ranged. (The Business Clearance Memo¬ 
randum should explain in the "Justifica¬ 
tion" the presence of any such financial 
aspects of the proposed contract); 

<E> When applicable, a statement that 
approval of advance payments has been 
secured in accordance with the require¬ 
ments of 9 30.5. (The cover page of the 
Business Clearance Memorandum carries 
check blocks to indicate any projxised 
advance payments, and an amplifying 
statement thereof shall be included in 
the "Justification" in the body of the 
clearance memorandum as well as a 
statement as to the presence in the pro¬ 
posed contract of any requirement for a 
guaranteed loan, as discussed in 9 737.31- 
202 or a direct loan under Section 302 of 
the Defense Production Act of 1950); 

(F) l Reserved 1 

<G> A complete cost estimate ("Cost 
Breakdown"), together with the nego¬ 
tiator’s analysis of the estimated cost 
(The negotiator’s analysis should con¬ 
tain a comparison of cost factors pro¬ 
posed In the Instant case with (!) ac¬ 
tual or estimated cost factors used in 
earlier contracts, using the same cost 
centers of the same supplier or cost cen¬ 
ters of other sources having recent con¬ 
tracts for the same or similar item. (2) 
any known recent operating statements 
of the proposed contractors, and (3) 
any pertinent Government-conducted 
audits of the proposed contractor’s rec¬ 
ords. The negotiator’s analysis should 
further indicate whether the labor rates 
used in estimating costs are ( 4 ) current 
or projected rates, (5) average rates for 
the company as a whole, or for a parti¬ 
cular division or for the particular de¬ 
partments which will perform the Instant 
work, or (6) specific individual rates of 
the personnel who will perform the work. 
The proposed contractor's cost data shall 


RULES AND REGULATIONS 

be furnished on the cost breakdown form 
"Contract Pricing Proposal" (DD Form 
633). or other form permitted by 
9 16.266. In the case of a redetermined 
price or a final price in the case of an in¬ 
centive type contract, fumhh cost break¬ 
down (DD Form 781) with the nego¬ 
tiator’s analysis, or alternate form as 
provided In f 16.207. One copy of 
the proposed contractor’s current and 
properly executed cost breakdown, to¬ 
gether with all required supporting data, 
shall accompany the Business Clearance 
Memorandum for retention by the Chief 
of Naval Material (MAT 022); 

CH) If the proposed contract is of the 
cost-type, with or without a fixed fee, an 
explanation as to whether the various 
burden rates used in estimating costs are 
(t) to be provisionally used for reim¬ 
bursement proposed pending the deter¬ 
mination of fixed burden rates, or (2) 
rotes previously negotiated for a past pe¬ 
riod. and state the period, or (3) for 
estimating purposes only, with reim¬ 
bursement to be on a true cost basis de¬ 
termined after full government audit (If 
paragraphs (aXlXlXH) (f) or (2) of 
this section are present, an explana¬ 
tion should be set forth of the basis used 
in establishing the burden rates. The 
negotiator’s analysis should further indi¬ 
cate whether the labor rates used In esti¬ 
mating costs are (4) current or projected 
rates. (5) average rates for the company 
os a whole, or for a particular division, or 
for the particular departments which will 
perform the instant work, or <6) specific 
individual rates of the personnel who will 
perform the work); 

<I) A Justification of the reasonable¬ 
ness of the proposed contractor’s esti¬ 
mated profit or fixed fee. considering 
such factors as any competitive elements, 
established proficiency of performance, 
extent of the risk assumed by the pro¬ 
posed contractor, and nature and extent 
of contribution to the defense effort, 
character of the proposed contractor’s 
normal business, the extent of subcon¬ 
tracting in the Instant case and the 
reasons therefor, capital employed, and 
such other factors as are appropriate; 

(J) A price comparison with previous 
purchases for the same or similar sup¬ 
plies or services, with an explanation of 
variances in quantities, production rates, 
and. when known, cost factors; 

(K) An original and one copy of each 
special clause affecting price proposed for 
use but not authorized for general use. 
together with a full explanation of its 
purpose and a statement of Its approval 
by Counsel for the procuring activity (or 
where field purchasing activities under 
the cognizance of the Naval Supply Sys¬ 
tems Command have no Counsel, a state¬ 
ment of approval by Counsel for that 
Systems Command >; 

CL) With respect to Government-fur¬ 
nished material or Government-provided 
facilities, equipment, tooling or other 
property, including any public or civil 
works-type facilities: 

(J) Where such property is to be pro¬ 
vided, (I) a full description thereof. UP 
the estimated dollar value thereof UiP 
the basis of evaluation for price compari¬ 


son with competitors, and (to) the basis 
of rental chaitge, if rental U involved; 

(2) Where no such property is to be 
provided, a statement to that effect; and 

(3) Where the providing of any 
property or the extent thereof has not 
been determined and is left open for 
future resolution, a detailed explanation: 

(M) When applicable, a statement of 
such approval as may be required by any 
reviewing authority heretofore or here¬ 
after established. (If a request for any 
such approval has been made but ap¬ 
proval has not been received, state the 
date and to whom such request was 
made; if no request for approval has as 
yet been made, set forth the anticipated 
date and recipient of such request); 

(N) When the proposed contract is to 
contain a price rede termination clause 
other than on Incentive type, a copy of 
am’ special redctcrmlnatlon clause or a 
reference to the standard clause proposed 
for use together with a statement of the 
"target point" and the date on which 
the "target point" is estimated to occur 
and also u statement as to compliance 
with 9 737.1-403-52(a) (1) (!) (G) (The. 
"target point" for redetermination may 
be set at a point wlum cither an approxi¬ 
mate percentage of deliveries has been 
made or an approximate percentage of 
manufacturing costs lias been Incurred, 
normally at no earlier than 90 percent 
and no later than 50 percent of manu¬ 
facturing costs incurred under the pro¬ 
posed contract. Consideration should be 
given to the proposed contractor's ac¬ 
counting periods when the "target point" 
is set.) 

(O) When an Incentive type contract 
is proposed, a reference to the standard, 
or a copy of any special, clause proposed 
for use together with a table showing the 
proposed incentive pattern; 

<P> When applicable, a copy of any re¬ 
quired approval or statement (as differ¬ 
entiated from a D SiP or CDF) Justifying 
the negotiation of a contract or an 
amendment under the authority of 10 
U.8.C. 2304; 

(Q) A statement of the extent to 
which Federal excise taxes have been 
deleted from the proposed contractor’s 
quoted price by use of tax exemption 
certificates; 

(R) A statement as to the considera¬ 
tion given to broadening of the industrial 
base by the establishment ofsourccs ad¬ 
ditional to those previously tfflllzed for 
the proposed supplies or services; 

(S> When applicable, a statement of 
the date of any exemption to the Buy 
American Act granted by the Secretary, 
or if the request for such exemption has 
not been submitted, state the anticipated 
date of such submission in accordance 
With 4 737.6-104-4(a); 

(T) On all proposed contracts, as de¬ 
fined in 9 1.201-4. with a dollar 
amount of $5,000,000 or more a state¬ 
ment as to (1) the extent of subcontract¬ 
ing of complete units or major compo¬ 
nents estimated for the Instant contract; 
(2) the total dollar amount of uncom¬ 
pleted contracts now held by the partic¬ 
ular plant or division of the proposed 
contractor, and also set forth the segre¬ 
gated dollar amount of governmental 
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contracts Included In such total: and 
(3) an estimate of the months of pro¬ 
duction represented by the uncompleted 
contracts set forth under paragraph 
(aHlHlHT )(2> of this section; 

<U) In connection with any contract 
for experimental, developmental: or re¬ 
search work, a statement as to (f) the 
necessity for Government-furnished 
facilities. If any are included. (2) the 
nature and extent of any related produc¬ 
tion work that will be carried on by the 
contractor, and (3) the nature and ex¬ 
tent to which production contracts may 
be awarded as a result of such experi¬ 
mental. developmental, or research work 
and the extent to which such production 
contracts may be awarded to the con¬ 
tractor who Is to perform the experi¬ 
mental, developmental, or research work; 

(V) Any supplemental cost data ob¬ 
tained from the contractor prior to 
negotiations; 

i W) When use of a progress payments 
clause is contemplated, a specific state¬ 
ment will be included in the clearance 
memoranda Indicating compliance with 
9 30.5 pertaining to the conditions to bo 
inct precedent to inclusion of a progress 
payments clause or Justification for any 
departure therefrom. 

(X) Identification by area of respon¬ 
sibility of the members of the negotiating 
team who participated in the cost and 
technical evaluations and those who are 
expected to participate In negotiations 
(This will include any personnel not di¬ 
rectly assigned to the procuring activity, 
such as representatives of the field con¬ 
tract administrators); 

(Y) The approximate date of begin¬ 
ning negotiations. 

(Z> When other than a fixed-price 
type of contract is to be used, a reference 
to the Contract Audit Division’s advice 
on the proposed contractor’s accounting 
system and action thereon (see § 737.3- 
803). 

(AA) A numbering of the clearance 
memorandum in the mann er prescribed 
in 5 737.1-403-53. 

• BB) A copy of the contractor’s pro¬ 
posed make-or-buy plan if required by 
9 3.902-2*b>. 

(CC) A statement as to whether the 
contractor has an approved procure¬ 
ment system and if so. the date such 
system was last reviewed. 

<DD> For all letter contract or long 
lead time amendment conversions, the 
cover page of the clearance (if a clear¬ 
ance is required) shall clearly state that 
it is a letter contract or long lead time 

amendment conversion to a __ 

type contract. The outset of the clear¬ 
ance shall state the history of the letter 
contract or long lead time amendment 
<i.e., when It was entered into, the date 
of the contractor's proposal or proposals, 
date of DCAA/CAS reports, the percent 
of costs incurred, the percent of physical 
completion of the contract, and if appli¬ 
cable. the reasons for delay in conver¬ 
sion). • 

<EE) A citation t& the approved Ad¬ 
vanced Procurement Plan and a state¬ 
ment that the business clearance is In 
conformity with the APP. If an APP 
has not been prepared and approved or 
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If any departure from the approved APP 
Is being made in this business clearance, 
a complete explanation of the reasons 
therefor shall be provided. 

(FF) When required by SECNAVTNST 
5000.1 of 13 March 1972. the certification 
prescribed by paragraph 02c of enclosure 
(3) thereof. 

(ii) Each past-negotiation Business 
Clearance Memorandum shall contain, or 
be accompanied by, the following infor¬ 
mation: 

< A) The results of negotiation, includ¬ 
ing any material changes from the ap¬ 
proved pTe-negoiiation clearance, in suf¬ 
ficient detail so that both clearance 
papers reflect an adequate record of the 
negotiation. Information already fur¬ 
nished In the pre-negotiation Business 
Clearance Memorandum need not be re¬ 
peated If no material change resulted 
from the negotiations. 

(B) The actual date of negotiation 
and identification of the participating 
personnel. 

(C) When the contracting officer has 
required a Certificate of Current Cost or 
Pricing Data in accordance with 3 3.807-3 
(excluding requests mode to Canadian 
Commercial Corporation): 

(1) A properly executed copy of the 
Certificate of Current Cost and Pricing 
Data. 

(2) Any supplemental cost data ob¬ 
tained, or a summary thereof, such as 
written documents or oral presentations 
of actual cost data (material prices, 
labor hours, labor rates, overhead rates, 
etc.). 

(3) An evaluation of the supplemen¬ 
tal data, its effect upon cost trends, and 
the degree to which it supports or Justi¬ 
fies the prices negotiated with the con¬ 
tractor. 

(D) In accordance with 9 12.808-3. a 
statement regarding requests for pre¬ 
award compliance check of non-exempt 
contracts. 

(ill) All business clearances above or 
below the applicable clearance threshold, 
which contain multiple incentives, shall 
contain the complete rationale support¬ 
ing the usage of the cost, performances 
and/or delivery Incentives And explain 
how the contractor Is to be motivated by 
the incentives, why the incentive on per¬ 
formance is necessary, anJ how the Gov¬ 
ernment will benefit from the incentives. 
All business clearances containing per¬ 
formance incentives shall be accom¬ 
panied by a written endorsement thereof 
by the Project Manager. 

(2) For approval of a proposed defini¬ 
tive award to be made after advertising 
each Business Clearance Memorandum 
submitted shall contain, or be accom¬ 
panied by. the following Information: 

(i) A description of the supplies or 
services being procured, showing the 
number of units, the unit price, the total 
contract price, and when voluntarily 
submitted by the proposed contractor, 
the objective or anticipated profit; 

<ti) Where three or less bids are re¬ 
ceived, indicate the number of bids re¬ 
quested and list the bidders together with 
their respective bids; if more than three 
bids are received, indicate the number of 
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bids requested, the number received, and 
the price range of the bids received; 

(111) Where only one responsive and 
responsible bid Is received and where 
there i3 no adequate price comparison or 
price Justification, It is normally desir¬ 
able to complete the procurement by ne¬ 
gotiation regarding the Business Clear¬ 
ance Memorandum: in certain cases, it 
may be appropriate to complete the pro¬ 
curement and make the award by for¬ 
mal advertising and In such cases, an 
explanation of the absence of negotiation 
with the sole bidder should be given; 

(iv) A comparison of the price of the 
proposed procurement with prices pre¬ 
viously paid for the same similar supplies 
or services, considering changes in labor 
and material costs, as well as differences 
in contracted quantities and production 
rotes; 

(v) An original and two copies of each 
special clause affecting price proposed for 
uso but not authorized for general use, 
together with a full explanation of its 
purpose and a statement of its approval 
by Counsel for the procuring activity 
(or where field purchasing activities un¬ 
der the cognizance of the Naval Supply 
Systems Command have no Counsel, a 
statement of approval by Counsel for 
that Systems Command; 

(vi) And a numbering of the clear¬ 
ance memorandum as prescribed in (e). 

(3) fReserved! 

(4) For authority to accept a redeter¬ 
mined price . or a final price in the case 
of an incentive-type contract . (i) Each 
pre-negotiation Business Clearance 
Memorandum shall contain, or be ac¬ 
companied by, the following Information, 
to the extent possible before negotiation: 

(A) A statement of any changes 
which have been made in quantities or 
delivery rates during the contract period 
to date: 

(B) A statement: 

(1) Whether or not the contractor 
submitted his rfdeterminatton proposal 
reasonably promptly after reaching the 
contract's target date, and 

(2) II delinquent, how long the con¬ 
tractor was delinquent In relation to the 
actual performance period of the con¬ 
tract, and whether the delinquency was 
the contractor’s the Navy's responsibility 
(the profit negotiated at the rcdeterml- 
natlon point should reflect any lessen¬ 
ing of the contractor’s risk due to unrea¬ 
sonable delinquency In submitting his re- 
determination proposal >: 

(C) A comparison of the actual and 
projected costs with the original esti¬ 
mated costs, including a comparison of 
the actual and estimated cost factors 
with any relevant Government audits 
(Whenever possible, actual production 
costs Incurred at or near the point of at¬ 
tainment of the contract’s peak produc¬ 
tion rate should be segregated from the 
total actual cost Incurred to target point. 
Such segregation should then be used in 
evaluating costs projected from the tar¬ 
get point to completion); 

(D) A comparison of the delivery rates 
actually accomplished In the completed 
portion of the contract with the delivery 
rates projected for the uncompleted or 
run-out portion of the contract; 
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<E> When applicable, a statement In a 
Business Clearance Memorandum to the 
effect that rede termination of the con¬ 
tract price will not be required because 
partial termination prevents attaining 
the previously agreed target point and 
the target point has not been advanced 
under the terms of the redetermination 
clause. (In these instances, no cost data 
will be required by the Chief of Naval 
Material (MATD22). but the above re¬ 
quired statement will complete the flic); 

(F) A statement as to whether or not 
the Government has audited the claimed 
actual costs and reviewed the projected 
costa and, if so, what such audit and/or 
comment! disclosed; 

<G) A statement as to any pending re¬ 
negotiation proceedings encompassing 
the instant contract (Directives will be 
issued in the future regarding the han¬ 
dling of redetermlnations which involve 
renegotiation); 

(H) All cost data on the appropriate 
cost breakdown form (“Cost and Price 
Analysis” (DD Form 633), “Cost and 
Price Analysis for Contract Price Rede- 
termination'* (DD Form 784). or other 
form permitted or required by $ 16.206, 
f 16.207, and § 737.1-403-52(8) (1) (1) <G> 
(At least one copy of the contractor's 
breakdown on such form shall accom¬ 
pany the Business Clearance Memoran¬ 
dum for retention by the Chief of Naval 
Material (MAT022)) ; 

(I) The Information called for by 
paragraph (a)(l)(l) (V). (W). and (X) 
of this section: and 

(J) A numbering of the Business 
Clearance Memorandum in the manner 
prescribed in $ 737.1-403-53(8). 

(ii> For the content of the post nego¬ 
tiation Business Clearance Memoran¬ 
dum, sec paragraph (1) (U) above. 

§ 737.1-403—53 Hn«I nmn Ommnce 
Memoranda Numbering Instruction*. 

(a) Numbering. (1) Requests for Au¬ 
thority to Negotiate, Business Clearance 
Memoranda, and Reports After Execu¬ 
tion of Contract submitted to the Chief 
of Naval Material (MAT022) shall be 
numbered with serial numbers and sym¬ 
bols as set forth in (b) below. Any pur¬ 
chasing office, prior to the submission of 
its first clearance memorandum, should 
contact the Chief of Naval Material 
i MATO 22) for the assignment of a sym¬ 
bol number, if one has not previously 
been assigned. 

<2> When both Business Clearance 
Memoranda and Requests for Authority 
to Negotiate arc required on a single con¬ 
tract, the Request for Authority to Nego¬ 
tiate shall bear the earlier number and 
the Business Clearance Memorandum 
shall bear the same basic number with 
the addition of a decimal digit (For ex¬ 
ample. on a new contract proposed to be 
negotiated by NAVAIR. the Request for 
Authority to Negotiate would be num¬ 
bered “NAVAIR-10327“ and the Busi¬ 
ness Clearance Memorandum covering 
the request for authority to execute the 
same contract would be numbered 
“NAV AIR-10327.1.**) If subsequent ac¬ 
tions on a contract require either an ad¬ 
ditional Request for Authority to Nego¬ 


tiate or an additional Business Clearance 
Memorandum, or both, any such addi¬ 
tional clearance memoranda should bear 
the same prefix and basic number plus 
the next consecutive decimal digit. The 
Request for Authority to Negotiate for 
any particular contract action always 
bears a lower decimal digit than the Busi¬ 
ness Clearance Memorandum for the 
same action. (For example, after the 
NAVAIR contract above referred to was 
issued, the scope of the contract was 
changed so that an amendment was nec¬ 
essary In an amount requiring clearance, 
then the new Request for Authority to 
Negotiate would be numbered “NAV 
AIR-10327.2“ and the Business Clear¬ 
ance Memorandum covering that 
amendment would be numbered “NAV 
AIR-10327-3**). 

(3) An exception to the rule set forth 
In paragraph (a) (2) above would be in 
a case of Business Clearance Memoranda 
proposing a contract amendment nego¬ 
tiated under the authority of a CDF. 
Such Business Clearance Memoranda 
should be assigned new basic numbers 
and should not refer to the Request for 
Authority to Negotiate which submitted 
the CDF but should refer only to the 
CDF number assigned by the Chief of 
Naval Material (MAT 022) in accordance 
with I 737.3-306-53<g). (For example, if 
the Naval Air Systems Command 
submitted a CDF for Project X under 
Request for Authority to Negotiate 
“NAVAIR-10210“ and this request tor 
negotiation authority was granted, the 
Chief of Naval Material (MAT 022) 
would assign a CDF num ber 1 CDF-50) 
to the approved CDF. When the 
Naval Air Systems Command exercised 
this negotiation authority to let a con¬ 
tract requiring a Business Clearance 
Memorandum, the Business Clearance 
Memorandum would be numbered with 
the next unused consecutive number In 
the NAVAIR series which might be 
“NAVAIR-10285" and would cite CDF- 
50 as the negotiation authority). Any 
Business Clearance Memorandum cover¬ 
ing a subsequent amendment to the same 
contract should be numbered “NAV 
AIR-10285,** plus the appropriate deci¬ 
mal digit, and should always cite the 
appropriate CDF number 

(4) If a resubmission of any Business 
Clearance Memorandum or any Request 
for Authority to Negotiate covering 
either an individual or a CDF Is required, 
or If a resubmission of only a DAF is re¬ 
quired. such resubmission shall bear the 
same prefix and basic number plus the 
next appropriate unassigned decimal 
digit. 

(5) Reports After Execution of con¬ 
tract (RAE*s) shall be numbered by the 
originator consecutively beginning with 
M l“ prefixed by the procuring activity 
symbol assigned in NPD paragraph 
(g) below. (Fbr example, * 4 ASO-120.**> 
In Instances where procuring activities 
have already begun their submissions of 
RAE's, numbering of submissions made 
subsequent to this directive will continue 
consecutively. 

(b) SwnboU and Serial Numbers. (1) 
Clearance memoranda symbols for either 
Requests for Authority to Negotiate or 


Business Clearance Memoranda are 
shown below. 


Bureau or office 
Naval Air 8ys terns Command 
Headquarters 

Naval Ordnance 8ynterns 
Command Headquarters.. 
Naval Electronic Systems 
Command Headquarters.. 
Bureau of Naval Personnel.. 
United States Marine Corps. 
Military Sealift Command- 
Office of Na4al Research.... 
Naval Sea Systems Com¬ 
mand Headquarters 
(Hulls), (Radio) and 
(Components)__ 

Naval Facilities Engineering 
Command Headquarters— 
Naval Academy. Annapolis, 

MD.. 

Aviation Supply Office. Phila¬ 
delphia. Pa__ 

Naval Regional Procurement 

Omoe, Naples_ 

Naval Shipyard, Boston. 

Mass_......... 

Navy Resale System Office. 

Brooklyn, N Y_ 

Puget Sound Naval Shipyard, 

Bremerton. Wash____ 

Charleston Naval Shipyard, 

Charleston. 8C___ 

Naval Shipyard, Charleston, 

Naval Air Station. Corpus 

Christ 1. Tex_......__ 

Naval Ammunition Depot, 

Crane, iud____ 

Elec Ironic Supply Office, 

Great Lakes, Ill_ 

Naval Ordnance Plant, Forest 

Park, HI. 

Navy Fuel Supply Office, 

Washington. D.C-- 

Naval 8hlp Repair Facility. 

Guam, Mariana, Ills_ 

Naval Propellant Plant, In¬ 
dian Head. Md. 

Naval Avionics Facility, In¬ 
dianapolis. Ind—___ 

Naval Air Station. Jackson¬ 
ville. Fla... 

Naval Regional Procurement 

Office. Long Beach. CA_ 

Naval Regional Procurement 
Office, Naples (CAB Lon¬ 
don) —_. 

Naval Supply Depot. New¬ 
port, RJ..... 

Nava] Air Development Cen¬ 
ter. Johnsvllle, Pa_ 

Naval Air Engineering Cen¬ 
ter, Philadelphia, Pa..... 
Ship* Parts Control Center, 

Mechanlcaburg, Pa_ 

Naval Supply Center, Nor¬ 
folk. Va.. 

Naval Ordnance Laboratory, 
White Oak. 811 ver Spring, 

Naval Ordnance Plant, Louis¬ 
ville, Ky. 

Naval Shipyard, Philadel¬ 
phia, Pa---- 

Naval Research Laboratory, 

Washington. D.C. 

Naval Training Equipment 
Center. Orlando. Fla...... 

Portsmouth Naval Shipyard. 

Portsmouth, NB- 

Naval Supply Center, Pearl 

Hnrbcr-...—w.—. . 

Naval Supply Depot, Seattle, 

Wash. _—__—. 

Naval 8upp!y Center, Oak¬ 
land. Calif.. 


Symbol 

NAVAIR 

NAVORD 

NAVELEX 

BP 

MC 

MSC 

ONR 


SHSR(l)- 

88 

NAVFAC 

AC 

ASO 

NAP 

B 

. bk 

BR 

C 

C 

OC 

CR 

ESO 

FP 

FU SO 

ou 

m 

IND 

JAX 

LB 

LON 

N 

NADC 

NAF 

43PCC 

NF 

NOL 

KY 

NP 

NHL 

NTEC 

P 

PH 

BJS 

OAK 
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142.3 


Bureau or office Symbol 

Nary Oceanographic Office, 

SulUand, MU.. NHO 

Naval Regional Procurement 

Office, Washington. DC_ WA 

Naval Supply Depot, Yoko¬ 
suka. Japan-YOK 

Naval Weapons Laboratory, 

Dahlgreu. Va—*-... NWL 


(2) The initial serial number to be 
used by all above-listed activities on Re¬ 
quests for Authority to Negotiate or Busi¬ 
ness Clearance Memoranda Is 10,000. AH 
subsequent requests or memoranda are 
to be numbered consecutively in the 
10,000 series without regard to date of 
submission. 

§737.1—103-34 Utilization of Ilradquar- 
(era Naval Material Command File*. 

All records and files of the Headquar¬ 
ters Naval Material Commend <Procure¬ 
ment Control and Clearance Division 
(MAT022)). (Contract Appraisal Branch 
(MAT022)), are available at all times to 
properly qualified personnel of procuring 
activities who desire to secure additional 
data for use in their "negotiations of 
specific contracts or amendments. Per¬ 
sonnel desiring to utilize such records 
and flies shall, however, first inform their 
Security Offlcer of their desire and re¬ 
quest such Security Offlcer to inform the 
Chief of Naval Material (MAT022), by 
telephone, the highest security classifi¬ 
cation of the individual contemplating 
the use of the Contract Clearance records 
and files. The Individual should identify 
himself by means of his Departmental 
identification pass when he visits the 
Chief of Naval Material <MAT022>. 

§ 737.1—103—S3 lifjial Approval of Con* 
tract* by the Oflirr of the Grornil 
CmihcL 

See i 737.1-452-1. 

§ 737.1—403—56 Tuition for Civilian 
Fmployer Training. 

Contracts which require the payment 
of tuition for civilian employees from 
appropriated funds shall inrludc a proper 
reference to the action of the authority 
approving the tuition payment. Civilian 
Manpower Management Instruction 
<CMM> 410.6 includes procedures which 
will be followed when requesting this ap¬ 
proval. The Contracting Officer is re¬ 
sponsible for ascertaining, prior to execu¬ 
tion, that each proposed contract 
requiring the Government to pay tuition 
for civilian employees is within the scope 
of such approval. 

§ 737.1-103—37 Prior Approval of Con* 
Irart* for Manner men I Knginerrtng 
Organiralioti nml Management-Type 
Survey* and Slndin. 

Sec SECNAVTNST 5040.ID. 

8 737.1—403—60 Report* After Fredi¬ 
tion of Small |)u«4nru Partial Set- 
Ariilfi 

In lieu of a business clearance, a report 
thall be made promptly to the Chief or 
Naval Material (MAT022) for each con¬ 
tract in excess of $300,000 which is 
awarded pursuant to the procedures re¬ 
ferred to in i 1.700-2. This report shall 
be submitted on DD Form 350. 


8 737.1—403—61 Report* After Execu¬ 
tion of Advrrli*rd fUintrartr. 

(a > Unless business clearance has been 
or will be secured under the requirements 
of this NPD 1-403, a full report shall be 
made promptly to the Chief of Naval 
Matcrlnl (MATO22) for each contract 
awarded by means of formal advertising 
and Small Business Restricted Advertis¬ 
ing. other than purchases of subsistence 
supplies or supplies purchased for au¬ 
thorized resale, obligating the Govern¬ 
ment to pay $600,000 or more. This 
report shall be submitted on DD Form 
350 and. in addition to the specific infor¬ 
mation requested thereon, shall include 
In Item 23 (Remarks) thereof, or as a 
rider thereto, the following information: 

(1 > The number of invitations for bids 
issued and the number of bids received 
on each item, and a listing of the unit, 
quantity, and unit price of each item 
awarded; 

<2> A statement as to whether the pro¬ 
curement was advertised on a unit or lot 
basis; 

(3) Where three or fewer items were 
procured, a listing of such Items, and 

(I) The unit prices bid by each bidder 
if three or fewer bids were received, or 

(ill The unit price range of the unsuc¬ 
cessful bidders II more than three bids 
were received; and 

(4) Where more than three Items 
were procured, a priced copy of the 
Award or of the contractor's bid, and 

(i> The total contract price bid by each 
bidder if three or fewer bids were re¬ 
ceived, or 

(it) The total contract price range of 
the unsuccessful bidders if more than 
three bids were received. 

§ 737.1—403 Selection. Appointment, 
am! Termination of Appointment of 
(xmtrnrling Officer*. 

§ 737.1—405—30 General. 

The Head of each Navy Procuring Ac¬ 
tivity is hereby designated a contracting 
offlcer (a* defined in f 1.201-3) and sub¬ 
ject to the provisions of § 1.405 is au¬ 
thorised to delegate all or any part of his 
contracting authority to such person or 
persons as he may select and designate 
as contracting officers. 

8 737.1—405—51 Contracting Authority 
of limd, Coordinated Negotiation 
Staff (MAT02D), Headquarter*, 
Naval Material f^msmand. 

(a) Where a contractor has or is ex¬ 
pected to have cost reimbursement type 
contracts with more than one Navy pro¬ 
curing activity or Military Department, 
the Head, Coordinated Negotiation Staff 
of Headquarters Naval Material Com¬ 
mand is authorized, os contracting officer 
for the Department of the Navy, to nego¬ 
tiate. enter into and amend Navy-wide 
agreements for— 

(1) Reimbursement of allowable costs; 

(2> Overhead rates: and 

(3) Advance understandings on par¬ 
ticular cost items as provided in 4 15.107. 

fb) Agreements entered into under 
authority of paragraph (a) of this sec¬ 
tion shall, unless otherwise provided 
therein, be binding on all Navy purchas¬ 


ing activities and may apply to any jtnd 
all Navy cost reimbursement type con¬ 
tracts, except that agreements under 
paragraphs (a) (1) and (2) shall be re¬ 
stricted to contracts which provide for 
reimbursement of overhead costs on the 
basis of negotiated final overhead rates 
in accordance with A8PR or i 737.3-700. 

§ 737.1—406 Contract Admini-trahon 
Function*. 

§ 737.1—106—30 Kc*pofi.*>bfiiti<** of ilir 
Naval Plant Kcprcwillative Office* 
(NAVPRO*) and SupfnUort of 
Miiplnittfling, Convention and Krpair 

(SUPSHIP*). 

(a) Policy. The following policy, ap¬ 
plicable to Navy field contract adminis¬ 
tration of major defense system acquisi¬ 
tions, is based upon the premise that the 
contractor is primarily responsible for 
his cost, schedule, and * technical per¬ 
formance ; 

(1>A car ability shall be established 
and maintained in the NAVPROs and 
8UPSHIPs to provide the required sup¬ 
port to the procuring contracting offlcer. 
program manager and procuring activity. 

(2 1 Maximum responsibility, within 
existing curability, shall be assigned to 
the NAVPRO or 8UPSHIP by the pro¬ 
curing contracting offlcer. program man¬ 
ager, and/or procuring activity. Appro¬ 
priate agreements shall be formalized 
which clearly define for each program 
assigned to a NAVPRO or SUPS HIP the 
detailed responsibility of the NAVPRO 
or 8UPSHIP (see I 737.20-702-4). 

(3) The basic method of operation of 
the NAVPRO or SUPSHIP shall be the 
monitoring of the contractor's perform¬ 
ance, including management and opera¬ 
tions. Emphasis shall be placed on en¬ 
suring that contractors incorporate 
controls to ensure tha the contract re¬ 
quirements are met. 

(4; NAVPRO^ and SUPSHIP* shall 
coordinate their contract administration 
efforts with those of the DC A A (Defense 
Contract Audit Agency) auditor and 
other government activities. Functional 
area reviews conducted by the DCAA au¬ 
ditor and those conducted by the NAV 
PRO or SUPSHIP shall be coordinated 
In order to optimize use of audit and Gov¬ 
ernment contract administration man¬ 
power with minimum disruptive effect 
upon the contractor. 

(5) The goal of NAVPROs and SUP 
SHIPs shall be. through involvement with 
the contractor; earliest detection and 
correction of contractor inefficiencies; 
cost avoidance rather than dbuillowance; 
and compliance with contractual sched¬ 
ule and technical performance require¬ 
ments. 

(6) Contract administration personnel 
shall be fully observant of contract terms 
and conditions in order to avoid actions 
which exceed contract requirements and 
to assure that any directions, suggestions 
or requests to the contractor are consist¬ 
ent with the contract provisions. 

(7) Contract administration proce¬ 
dures shall be tailored to the contract and 
contractor situations. The degree of 
monitoring exercised by the NAVPRO or 
SUPSHIP shall be consistent with the 
benefits to be derived. The art of the field 
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contract administrator Is his ability to 
determine and to use the minimum 
amount of effort required to protect the 
Government's Interests. 

<b> Primary Responsibilities. NAV 
PROs and SUPSHIPs have the primary 
responsibilities listed below which require 
the integrated performance of the func¬ 
tions listed In ft 1.406(c), and the assist¬ 
ance of the DCAA auditor: 

(I) Determine on a continuing basis 
contractor compliance with the terms of 
the contract Including schedule, cost and 
technical performance requirements; 

<i> Advise the contractor of the need 
for corrective action and followup to ob¬ 
tain correction; 

«11) Advise, a* appropriate, the procur¬ 
ing contracting officer, project manager, 
procuring activity, and/or other respon¬ 
sible official or activity of any contractor 
deficiencies which the NAVPRO or SUP 
SHIP cannot resolve within the limits of 
his authority; 

(ill) Consult with the procuring con¬ 
tracting officer In the event of conflict or 
disagreement; 

<2> Advise, as appropriate, the procur¬ 
ing contracting officer, project manager, 
procuring activity, and/or other respon¬ 
sible official or activity of any problem 
not covered by contract terms affecting 
the adequacy of the end item or the con¬ 
tractor’s cost, schedule or technical per¬ 
formance which the NAVPRO or SUP 
SHIP cannot resolve within the limits of 
his authority. 

<3> Advise the procuring contracting 
officer of any inadequacies in contract 
terms, including schedule, cost and tech¬ 
nical performance requirements, revealed 
during the performance of contract ad¬ 
ministration functions. 

(4) Determine whether the contrac¬ 
tor’s direct and indirect costs are reason¬ 
able. allocable and otherwise allowable, 
that costs represent what performance of 
the contractor should cost, assuming rea¬ 
sonable economy and efficiency; take ap¬ 
propriate corrective action when neces¬ 
sary. 

(c) Additional Functions. The func¬ 
tions listed below are in addition to those 
listed in $ 1.406(c) and shall be per¬ 
formed when requested by the procuring 
contracting officer, project manager or 
procuring activity. 

(1) Conduct pre-solicitation review 
and evif.uation of the Schedule. General 
Provisions. Specifications and other pro¬ 
visions of proposed contracts to deter¬ 
mine the adequacy of contractual re¬ 
quirements for contract administration 
purposes. 

<2> Participate in negotiations and in 
source selections. 

(3) Issue orders under contracts for 
provisioned and other items, and orders 
under basic ordering agreements. 

i4i Participate in cost and other 
studies conducted by higher authority. 

§ 737.1-^107 FuncUoos of Dcfen»r Con* 
IrAtl Audit Agency (DCAA) Ollier*. 

DCAA audit offices are responsible for 
performing all necessary contract audit 
for the Department of Defense and pro¬ 


viding accounting and financial advisory 
services regarding contracts and subcon¬ 
tracts to all Department of Defense com¬ 
ponents responsible for procurement and 
contract administration. These services 
are provided in connection with negotia¬ 
tion. administration, and settlement of 
contracts and subcontracts. Audit offices 
perform the following functions: 

(a) Audit, examine and/or review con¬ 
tractors’ and subcontractors’ accounts, 
records, documents, and other evidence; 
systems of internal control; accounting, 
costing, and general business practices 
and procedures; to the extent and in 
whatever manner is considered necessary 
to permit proper performance of the 
other functions described In paragraphs 

(b) through (I) below). 

(b) Examine reimbursement vouchers 
received directly from contractors, under 
cost-type contracts, transmitting those 
vouchers approved for payment to the 
cognizant Disbursing Officer and issuing 
DCAA Form 1. “Notice of Contract Costs 
Suspended and/or Disapproved.” with a 
copy to the cognizant contracting officer, 
with respect to costs claimed but not 
considered allowable. 

<c) Provide advice and recommenda¬ 
tions to procurement and contract ad¬ 
ministration offices on: 

(1) Allowability of costs incurred un¬ 
der redctermlnablc. incentive and simi¬ 
lar type contracts; 

(2> Allowability of incurred costs and 
estimates of cost to be incurred as repre¬ 
sented by contractors incident to the 
award, negotiation, modification, change, 
administration, termination, or settle¬ 
ment of contracts; 

(3) Adequacy of financial or account¬ 
ing aspects of contract provisions; 

(4) Adequacy of contractors' account¬ 
ing and financial management systems; 
adequacy of contractor estimating 
procedures. 

<d> Assist responsible procurement or 
contract administration activities In 
their surveys of the purchasing-procure¬ 
ment systems of major contractors. 

<e> Direct audit reports to the Govern¬ 
ment management level having authority 
and responsibility to take action on the 
audit findings and rcc< mm^ndations. 

<f) Cooperate with other appropriate 
Department of Defense components on 
reviews, audits, analyses, or inquiries in¬ 
volving contractor’s financial position or 
financial and accounting policies, pro¬ 
cedures, or practices. 

<g> Establish and maintain liaison 
auditors as appropriate at major pro¬ 
curing and contract administration 
offices. 

(h> Review General Accounting Office 
reports and proposed responses thereto 
wlilch involve significant contractor con¬ 
tractor activities for the purpose of as¬ 
suring the validity of appropriate perti¬ 
nent facts contained therein. 

U> In an advisory capacity, attend and 
participate, as appropriate, in contract 
negotiation and other mectlngB where 
contract cost matters, audit reports, or 
related financial matters are under con¬ 
sideration. 


§ 737.1-108 Rrktloimliip*—DCAA and 
Purrlia*ing mid Contract Administra¬ 
tion Oflinw 

(ft) Organizationally, the DCAA is 
separate from, and independent of. pur¬ 
chase and contract administration of¬ 
fices. Audit reports and other services 
provided by DCAA are advisory and, as 
such, will be responsive to the needs of 
purchasing and contract administration 
offices and will be consistent with specific 
contract provisions and applicable regu¬ 
lations. eg., ASPR. 

(b) Areas of interest to the auditor 
often meet and overlap those of interest 
to purchasing and contract administra¬ 
tion offices. A clear understanding of the 
responsibilities of DCAA auditors Is es¬ 
sential to ensure continuous close co¬ 
operation and team work. These respon¬ 
sibilities are set forth in S 737.1-407. 

(c) Purchasing and contract adminis¬ 
tration offices have responsibility for: 

(1) Requesting contract audit service; 

(2) Providing maximum allowable 
time for the conduct of audits; 

<3> Furnishing the auditor, in con¬ 
nection with a request for audit, copies 
of any contracts (including change or¬ 
ders, supplements, amendments, and ter¬ 
mination notices). cost statements, pro¬ 
posals. and other financial data submit¬ 
ted by contractors or. as appropriate, 
requested by the auditor; 

(4) Established access to contractor 
records required by auditors, and 

(5) Furnishing such other informa¬ 
tion, data, or technical service as may be 
required <silch as the advice of industrial 
engineers on cost matters, copies of 
pricing memoranda, etc.) or otherwise 
may be useful in performing the audit. 

(d> Contract audit services shall be 
requested by purchasing and contract 
administration offices when necessary in 
connection with: 

(1) Development of procurement pack¬ 
ages prior to solicitation. 

(2) Pre-award surveys. 

(3) Pricing procurement actions. 

(4) Functional reviews of contractor 
performance. 

(5) Progress payments, and 

<6> Contract terminations. 

(e> Contract audit services are per¬ 
formed automatically in connection 
with: 

(1) Reimbursement of costs, and 

<2> Problems and unsatisfactory con¬ 
ditions encountered by the auditor and 
within his purview. 

(f) The independent professional ad¬ 
vice of DCAA auditors is essential to good 
contracting. The purchasing and con¬ 
tract administration office must con¬ 
sider such advice. However, decisions of 
the PCO and ACO on contracting imd 
contract administration matters often 
have to take into account many factors 
in addition to those presented by the au¬ 
ditors and will therefore represent the 
considered Judgement of the contracting 
officer. 

(g) The auditor is required to dis¬ 
cuss all significant and potentially con¬ 
troversial problems, particularly those 
having a continuing impact on the rea¬ 
sonableness of pricing or on adminlstra- 
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tion of the procurement program with 
the ACO prior to finalization of audit 
action. Where agreement on such prob¬ 
lems cannot be arrived at locally, the 
matter should be elevated through the 
respective audit and contract adminis¬ 
tration chain of command for final reso¬ 
lution. Any other unresolvable disagree¬ 
ments concerning services provided by 
DCAA shall be referred to higher pro¬ 
curement authority for discussion and 
resolution with counterpart DCAA eche¬ 
lons. 

8 737.1—450 The AuitlAiit Secretary of 

the Navy (l&L). 

(a) SECNAV Instruction 5430.7J as¬ 
signs to the Assistant Secretary of the 
Navy (MtL) certain responsibilities for 
administration of the Department of the 
Navy. Included therein Is responsibility 
for: All matters related to the procure¬ 
ment. production, supply, distribution, 
alteration, maintenance, and disposal of 
material: all transportation matters; the 
acquisition, construction, utilization, im¬ 
provement, alteration, maintenance, and 
disposal of real estate and facilities. In¬ 
cluding capital equipment, utilities, 
housing and public quarters; printing 
and publications; labor relations with 
respect to contractors with the Depart¬ 
ment of the Navy; industrial security; 
and the Mutual Defense Assistance Pro¬ 
gram as related to the supplying of 
material. 

(b) In addition to the responsibilities 
set forth above, individual responsibili¬ 
ties set forth in paragraph 6d include, 
but are not limited to: 

(c) Liaison wi'h the Assistant Secre¬ 
tary of Defense (Installations and Logis¬ 
tics), the Renegotiation Board, and, for 
those matters within his area of respon¬ 
sibility, the Assistant Secretary of De¬ 
fense (International Security Affairs). 

g 737.1-451 Headquarter* Nava) Mate¬ 
rial Command* 

§ 737.1—431—1 Authority and Responsi¬ 
bility of the Otfrf of Naval Materia!. 

Paragraph 3 of 8BCNAVTNST 4300.29 
of 3 August 1973 and paragraphs 5e and 
6 of 6ECNAVINST 5400 13 of 24 August 
1971 set forth the areas of authority and 
responsibility of the Chief of Naval Ma¬ 
terial for the performance of Depart- 
mentwido procurement functions and 
•enrices. 

fi 737.1—451—2 Organization and Func¬ 
tions of the Headquarter* Naval Ma¬ 
teria! Command. 

fa) The Headquarters Naval Material 
Command is composed of Chief of Naval 
Material, Vice Chief of Naval Material. 
Deputy Chiefs of Naval Material. Project 
Managers. Special Assistants, and Divi¬ 
sion Directors. In addition to rendering 
staff assistance to the Assistant Secre¬ 
tary of the Navy (IAL in the perform¬ 
ance of his logistic function, the Chief 
of Naval Material is responsible for the 
functions set forth below; 

(I) Formulating, promulgating, and 
effectuating procurement contracting 
policies and methods to be followed by 
the Naval Material Command (NMC) In 
meeting the material requirements of the 
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operating forces, and coordinating and 
directing the efforts of the Naval Mate¬ 
rial Command in this respect; and 
evaluating the effectiveness and efficiency 
of Navy procurement; 

(2) Formulating, promulgating, and 
effectuating policies and methods of the 
NMC governing production of material; 
assisting the bureaus, offices and systems 
commands of the Navy Department and 
industry to achieve production which is 
efficient, economical, and timely; and co¬ 
ordinating production activities of the 
NMC with other segments of the Depart¬ 
ment of Defense and appropriate civilian 
agencies; 

(3) Exercising policy direction and 
coordination control over all field con¬ 
tract administration offices <1737.1-201 
(c) (7)) within the Naval Material Com¬ 
mand and conducting reviews of these 
activities to ascertain basic problems In 
the procurements being managed and the 
activities' effectiveness in eradicating or 
minimizing these problems. 

(4) Formulating, promulgating, and 
effectuating policies and methods of the 
NMC relative to supply programs. In¬ 
cluding standardization, cataloging, 
property disposition and inventory con¬ 
trol; and reviewing compliance there¬ 
with; 

(5) Collaborating with the Chief of 
Naval Operations and Commandant of 
the Marine Corps in reconciling difficul¬ 
ties encountered In meeting the material 
requirements of the operating forces; 

(6> Providing for representation of 
the Navy’s material requirements before 
other Government agencies controlling 
the availability of products, materials, 
and facilities; 

(7) Coordinating and integrating in¬ 
dustrial mobilization planning within 
the Department of the Navy; 

(8) Developing and coordinating 
Navy policy on labor relations and in¬ 
dustrial manpower with respect to 
private Industry; and 

(9) Implementing and administering 
the Industrial Security Program which 
operates outside of the Department of 
the Navy. 

g 737.1—451-3 Procurement Policy Ad¬ 
visory Croup. 

(a) The Procurement Policy Advisory 
Group serves as an advisory group on 
procurement policies and practices 
within the Department of the Navy, as 
well as on other subjects allied there¬ 
with. Subjects for discussion may be pre¬ 
sented by any Navy activity or by other 
components of the Department -of De¬ 
fense. The Group shall conduct free and 
full discussion of the problems, or prob¬ 
lem areas, presented to It. Where agree¬ 
ment is reached on solutions to problems, 
such agreements will as appropriate, be 
submitted as recommendations for 
official action. 

(b) The Procurement Policy Advisory 
Group shall be chaired by the Assistant 
Deputy Chief of Naval Material (Pro¬ 
curement and Production). The Head. 
Coordinated Negotiation Staff (MAT 
02D>, Headquarters Naval Material 
Command, shall act as Co-Chairman. 
The Group shall consist of the following; 
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senior negotiation personnel of the 
Naval Systems Commands Headquar¬ 
ters. the Office of Naval Research. Mili¬ 
tary Sealift Command. Bureau of Naval 
Personnel and Headquarters. Marine 
Corps; the Navy ASPR Committee Policy 
Member or his Alternate; the Head. Pro¬ 
curement Management Review Group; 
a representative from the Office of the 
General Counsel; and the Directors of 
the Procurement Policy and Planning 
Division (MAT 021) and the Procure¬ 
ment Control and Clearance Division 
(MAT 022), Headquarters Naval Mate¬ 
rial Command. 

§ 737.1—452 OlHrc of the Cfncra) Coan- 
for the Department of the Navy; 
Legal Services in the Field of Busi¬ 
ness and Com mere ini lav. 

Pertinent paragraphs of SECNAV In¬ 
struction 5430.25C are set forth below: 

1. Purpose. To restate amt delineate the 
organization, duties and responsibilities of 
the Office of the Oeneral Counsel of the De¬ 
partment of the Navy. 

3. Organisation of the Official of the Gen¬ 
eral Counsel, a. The head of the Office of the 
General Counsel shall be designated the Gen¬ 
eral Counsel for the Department of the Navy, 
shall be appointed by and be responsible to 
the Secretary of the Navy, and shall report to 
him aa the Secretary may prescribe. The 
Oeneral Counsel Is authorized to appoint, 
with approval of the Secretary of the Navy, 
three Deputy General Counsels. 

b. The Ofllce of the Oeneral Counsel shall 
Include the Office* of Counsel for the Com¬ 
mandant of the Marine Corps, the Bureau of 
Naval Personnel, the Military Sealift Com¬ 
mand, the Office of Naval Research, the Offico 
of the Comptroller of the Navy, the Naval Air 
Syrtcms Command, the Naval Electronic Sys¬ 
tems Command, the Naval Facilities Engi¬ 
neering Command, the Naval Sea Systems 
Command, and the Naval Supply Systems 
Command. It shall also Include such Offices 
of counsel for thetr respective field activities 
and such Branch or Regional Offices aa have 
been or may hereafter be established. 

c. The General Counsel shall furnish or ar¬ 
range to ftxrntsh legal services for which the 
Office of the General Counsel is assigned re¬ 
sponsibility by paragraph 4, below, to other 
Naval Activities when It Is mutually agreed 
ouch services ore required. The Office or the 
General Counsel shall Include any office es¬ 
tablished under this paragraph. 

4. Responsibilities of the Office of the Oen¬ 
eral Counsel, a. The Office of the General 
Counsel shall, except os otherwise provided 
below, be responsible throughout the Depart¬ 
ment of the Navy for providing legal services 
In the Held of business and commercial law. 
Including all legal services relating to: 

(1) The acquisition, custody, manage¬ 
ment. transportation, taxation, and disposi¬ 
tion of real and persona! property, and the 
procurement of sendees. Including the fiscal, 
budgetary and accounting aspects thereof; 
excepting, however, tort claims and admiralty 
claims arising independently of contract, and 
matters relating to the Naval Petroleum 
Reserves; 

(2) Operations of the Military Sealift 
Command, excepting tort and admiralty 
claims arising independently of contract; 

(3) Thu Office of the Comptroller of the 
Navy; 

(4) Procurement matters in the field of 
paten to. Inventions, trademarks, copyright*, 
royalty payments and similar matters, In¬ 
cluding those tn the Armed Services Procure¬ 
ment Regulation and Navy Procurement Di¬ 
rectives and deviations therefrom; and 
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(5) Industrial security, b. The Office of 
the General Counsel shall be responsible for 
Unison and relations with the other depart¬ 
ments and agencies of the Government with 
respect to the foregoing matters. 

c. All patent legal matters submitted to 
the Secretary of the Navy, the Under Secre¬ 
tary of the Navy, and Assistant Secretary of 
the Navy, the Attorney General of the United 
8tales shall be forwarded via the General 
Counsel for the Navy for review and 
comment. 

5. Counsel for the Marine Corps. Bureaus. 
Offices and Commands. For the Comman¬ 
dant of the Marine Corps and each Naval 
activity, specifically listed in paragraph 3. 
there shall t>e a single Office of Counsel which 
shall be responsible for providing in the 
Marine Corps or In such Naval actlrlty all 
legal services for which the Office of the 
General Counsel U assigned responsibility by 
paragraph 4. above. Each such Office of Coun¬ 
sel shall be headed by a Counsel who shall 
be appointed by the Secretary of the Navy 
upon the Joint recommendation of tho Gen¬ 
eral Counsel and the Commandment of the 
Marine Corps or the head of the Naval activ¬ 
ity concerned, as appropriate. Such Counsel 
shall report directly to the Commandment of 
the Marine Corps or the head of such Naval 
activity, as appropriate, and shall also report, 
via the General Counsel, to the Secretary of 
the Navy, as he may prescribe. 

6. Lawyers in the Office of the General 
Counset. The lawyers in the Office of Counsel 
for the Commandment of the Marine Corps 
and for each Naval activity, including their 
respective field lawyers, shall be selected by 
the General Counsel subject to the approval 
of the Commandment of the Marine Corps or 
of the head of such Naval activity, as appro¬ 
priate. The General Counsel shall prepare, or 
assign responsibility for the preparation of. 
performance rating reports for all lawyers in 
the Office of the General Counsel, and shall 
review all such reports. Personnel actions 
Involving lawyers in the Office of Oeuersl 
Counsel, such as changes in grade, transfers 
or terminations of services, and the estab¬ 
lishment or elimination of position descrip¬ 
tions shall in all Instances be subject to the 
approval of the General Counsel. The Gen¬ 
eral Counsel with the approval of the Secre¬ 
tary of the Navy, may establish Regional or 
Branch offices of the Office of the General 
Counsel; and the General Counsel shall select 
and designate the Counsel and other lawyers 
therein. 

7. Uniformity. Integration and Supervision. 
The legal services to be rendered by the 
Offices of Counsel listed in paragraph 3. the 
Counsel for Branch or Regional offices, and 
all other lawyers in the Office of the General 
Counsel, both departmental and in the field, 
shall be Integrated, coordinated, and super¬ 
vised by the General Counsel. The General 
Counsel shall also bo responsible for achiev¬ 
ing and maintaining, so far as practicable, 
uniformity in the application of legal prin¬ 
ciples with regard to matters for which the 
Office of the Gensral Counsel U assigned 
responsibility by paragraph 4, above. 

8. Legal Documents. Contracts and amend¬ 
ments thereto, modifications thereof, and 
other document* pertaining to matters for 
which the Office of the General Counsel Is 
responsible shall be submitted to the appro¬ 
priate lawyer or lawyer* of that Office for an 
opinion as to form and legality, and for any 
additional pertinent comment or advice prior 
to execution. 

§ 737.1—452—1 I**gal Approval of Con* 
tract*. 

The Office of the Oeneral Counsel shall 
approve as to form and legality all con¬ 
tracts to be entered Into by any procur¬ 
ing activity. Any such contract may be 


executed by a contracting officer without 
securing further approval as to form and 
legality. 

§ 737.1—454 Responsibilities of ll*e Navy 
Publication* and Printing Service 
(NPPS). 

By public law and mandatory regula¬ 
tions Issued by the Congressional Joint 
Committee on Printing, the Congress of 
the United States holds the Secretary of 
the Navy responsible for Insuring that all 
publications and printing financed In 
whole or In part by Department of the 
the Navy funds (appropriated or non-ap- 
proprlated). or which are produced or 
procured in its behalf, are essential and 
necessary In the conduct of Its business 
and are economically prepared, pro¬ 
duced. and distributed. The Assistant 
Secretary of the Navy (Installations and 
Loglstfcs), supported by the Navy Publi¬ 
cations and Printing Policy Committee, 
is assigned responsibility by the Secre¬ 
tary of the Navy for matters relating to 
publications and printing. The Navy 
Publications and Printing Service Is the 
Department of the Navy central service 
for publications And printing, chartered 
by the Department of Defense to operate 
under the Navy Industrial Fund to pro¬ 
vide printing and related service or prod¬ 
ucts for the Department of the Navy and 
for agencies of tho Department of De¬ 
fense, and responsible for the conduct of 
a coordinated program. 

(a) To assure the economical and ef¬ 
ficient development of materials to be 
printed or duplicated and the procure¬ 
ment. production, and distribution there¬ 
of. including a corollary responsibility 
for the protection of classified informa¬ 
tion in accordance with the Department 
of the Navy Supplement (OPNAVTNST 
5510.ID); and 

(b) To prevent or to remedy any ne¬ 

glect, delay, duplication, impropriety, or 
waste in the acquisition, production, and 
distribution of Department of the Navy 
publications and printing. (See 9 737.1- 
108-51 (C)(v). NAVSO P-35; 4 737.1-201 

(c) (iv). <v> and (vi). Definitions; 

9 737.8-801 Procurement of Printing and 
Related Supplies.) 

§ 737.1-600 Dr barn icnt, Enrligihility, 
and mi* pension. 

§ 737.1—601 Establishment and Mainte¬ 
nance* <if Record* and U*t* of Firm* 
or Individual* Debarred, Ineligible or 
Suspended. 

§ 737.1—601—3 Joint (!ou»olidutrd I.Ut 
Debarred, Ineligible and Suspended 
Contractor*. 

The Chief of Naval Material (MAT 
090) distributes the Joint Consoli¬ 
dated List of Debarred, Ineligible and 
Suspended Contractors to appropriate 
Navy activities. As an interim measure 
pending distribution of amendments to 
the List, appropriate activities will be 
notified when an Individual or firm Is 
added to the List. 

8 737.1-603 Ground* for Lifting and 
Treatment To Be Accorded Listed 
Concern*. 

(a) Authority to permit exceptions for 
Type A listings within category (ill) and 


for Type D listings has been given to the 
Chief of Naval Material. Exceptions will 
be granted only in extraordinary cases 
where the best interests of the Govern¬ 
ment may be served. 

(b> All delegations of authority to con¬ 
tractors to settle terminated subcontracts 
should be revoked when such contractors 
are suspended. When it appears neces¬ 
sary to protect the interests of the Gov¬ 
ernment, action to withhold payments to 
contractors should be initiated promptly 
and should not be deferred pending a de¬ 
termination by the Chief of Naval Mate¬ 
rial to debar or suspend. The Chief of 
Naval Material may initiate withholding 
action based on information available to 
him. 

g 737.1-6(41 Administrative Debarment 
of Firm* or Individuals (Type A). 

Procuring activities may recommend 
debarment of firms or individuals for 
the causes listed in I 1.604. Recom¬ 
mendations should contain a full state¬ 
ment of all available facts with necessary 
supporting documents and be forwarded 
through channels to the Chief of Naval 
Material (MAT09G). Intermediate ad¬ 
dresses should add pertinent comments 
and recommendations. 

g 737.1—605 Suspension of Firm or In¬ 
dividual. 

The Chief of Naval Material may make 
determinations to suspend firms or in¬ 
dividuals based on reports submitted in 
Accordance with SECNAVINST 4385 IB. 
Referral to the Department of Justice 
shall be a prerequisite to suspension. 

g 737.1—700 Small Bu»ino«» Coiurm. 
g 737.1-702 General Policy. 

§ 737.1—702—50 Dissemination of Lift¬ 
ing* of Commodities and Service* 
Purchased by Navy Activities. 

(a) In order to acquaint prospective 
prime contractors with the numerous 
types of commodities and services pur¬ 
chased by the Navy’s widespread pur¬ 
chasing, activities and to provide more 
effective local one-stop counseling to 
them, it is desirable that listings of com¬ 
modities and services purchased by Navy 
activities be furnished to major Navy 
purchasing activities and to contract ad¬ 
ministration offices. 

<b) The following activities stall fur¬ 
nish listings of commodities and services 
purchased to each of the purchasing 
activities listed in the Navy 8mall Busi¬ 
ness and Economic Utilization Personnel 
Directory and to the offices listed In 
paragraphs (c> and (d) below. The list¬ 
ings will be updated annually and dis¬ 
tribution made by 31 July. 

Naval Air System Command 
Department of the Navy 
Washington. D.C. 20361 
Naval Electronic System* Command 
Department of the Navy 
Washington. D C 22081 
Naval Sea Systems Command 
Department of the Navy 
Washington, D.C. 20360 
Naval Ship Systems Command 
Department of the Navy 
Washington, D.C. 20360 
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Hcadquartere. U 8. Marina Corps 

Washington, D C 20380 

U.8. Naval Rescohch Laboratory 

Washington. D C. 20380 

U S. Navy Ships Porta Control Center 

Mochanlcaburg. Pennsylvania 17058 

OJB. Navy Aviation Supply omce 

Philadelphia. Pennsylvania 10111 

VS. Naval Regional Procurement Office 

Long Beach. CA 90801 

XJ&. Naval Regional Procurement Office 

Philadelphia. Pennsylvania 19112 

UB. Naval Regional Procurement Office 

Washington. D.C. 20374 

U.S. Naval Supply Center 

Norfolk, Virginia 23511 

VS Naval Regional Procurement Office 

OakUmd, California 94025 

\3B. Naval Supply Center 

Charleston. South Carolina 29408 

US. Naval Ammunition Depot 

Crane. Indiana 47522 

UwS. Naval Supply Center 

Puget Sound 

Bremerton. Washington 98314 
Portsmouth, Naval Shipyard 
Portsmouth. New Hampshire 03801 
U.S. Naval Avionics Facility 
Indianapolis, Indiana 40218 
U.S. Naval Air Development Center 
Warminster. Pennsylvania 18974 
VS. Naval Air Engineering Center 
Philadelphia, Pennsylvania 19112 
VS. Naval Ordnance Station 
Louisville, Kentucky 40214 

(c) Contract administration offices 
which will receive listings of commodities 
and services purchased are the Naval 
Plant Representative Offices, Supervisors 
of Shipbuilding (SUPSHIP), and Direc¬ 
tors Defense Contract Administration 
Services Regions <DCASR> listed in the 
DOD Directory of Contract Administra¬ 
tion Service Components <DOD 4105.59- 
Hi. 

(d) The following offices will also re¬ 
ceive listings of commodities and services 
purchased: 

Headquarter* 

Ddfemte Supply Agcncv 
Attn: DSAH-PS 
Cameron Station 
Alexandria, Virginia 22314 
Chief of Naval Material 
Attn: MAT0212P 
Department of the Navy 
Washington. D.C. 20360 

§ 737.1-704 Small DiMiurM Oflirials* 

§ 737.1—701—50 Council of Small Ilu%i- 
iic m Spcciali«t*. 

To accomplish full coordination of 
effort in considering and resolving 
problems primarily affecting small busi¬ 
ness concerns, there has been established 
a Council of Small Business Specialists 
for the Department of the Navy, the 
chairman of which is the Special Assist¬ 
ant for Small Business and Economic 
Utilization. ASN<I&L). and includes the 
senior small business specialists ap¬ 
pointed by the Heads of the Procuring 
Activities. The senior small business 
specialists on the Council shall perform 
the following functions: 

(a) Serve as assistants and advisers to 
develop new or improved policies and 
procedures for increasing small business 
participation in Navy procurement, and 


to accomplish unity of action on small 
business matters: 

(b) Attend, upon request. Congres¬ 
sional hearings pertaining to small busi¬ 
ness matters for the purpose of present¬ 
ing the Small Business matters as may be 
prescribed by appropriate authority. 

8 737.1-706 ScI-AmcI**. 

8 737.1—706—1 Dorumrntation «>f Small 
Kukinm Set-A*i«le Action. 

The contract file of each procurement 
In excess of $10,000 shall be appro¬ 
priately documented by the small busi¬ 
ness specialist and the contracting officer 
to indicate the action taken relative to 
small business set-asides. Documenta¬ 
tion shall be accomplished by the use 
of Form NAVMAT 4380/1 “Small Busi¬ 
ness/Labor Surplus Set-Aside Review," 
revised 9/73, obtainable from the follow¬ 
ing stocking point: Commanding Officer, 
Naval Publications and Forms Center. 
5801 Tabor Avenue, Philadelphia, Pa. 
19120. Exceptions to the foregoing are 
procurements involving modifications to 
or orders placed against existing con¬ 
tracts; procurements involving negotia¬ 
tions with educational institutions; pro¬ 
curements resulting from acceptance of 
unsolicited proposals; orders against in¬ 
definite quantity type contracts. 

§ 737.1-706-5 Total Scl-A*i<ie«. 

A total small business set-aside shall 
be made only when there is a reasonable 
expectation that bids or proposals will be 
received from a minimum of two small 
business concerns and that awards will 
be made at reasonable prices. In in¬ 
stances where solicitation is to be limited 
to a single business source, negotiation 
authority other than that used for small 
business set-asides shall be cited. See 
1 737.3-201-50 (b). 

§ 737.1—707 SulH'Onrntrting Willi ^mnll 
Bum nr** Concern*. 

§ 737.1—707— 1 Kr*ponftil>iIit> for He* 
viewing Subcontracting Program. 

(a) Chief of Naval Material. In those 
cases where the Navy has contract 
administration responsibility, the Chief 
of Naval Material (MAT 0212) shall as¬ 
sign to a single Navy procuring activity, 
the responsibility for reviewing and 
evaluating the Bmall Business Subcon¬ 
tracting Program at a contractor's 
plant (s). 

(b) Procuring Activities. The procuring 
activity, designated In accordance with 
subparagraph (a) above, is responsible 
for advising the contractor or subcon¬ 
tractor of the requirements of the pro¬ 
gram and for insuring that a program to 
fulfill these requirements is carried out 
on a continuing basis. The cognizant 
Field Contract Administration office shall 
be advised by the designated procuring 
activity whenever a contractor or sub¬ 
contractor is required to establish a 
Small Business Subcontracting Program 
that will be evaluated by the Navy, and 
such office shall assist the procuring 
activity in carrying out its responsibili¬ 
ties. Periodic formal reviews of contrac¬ 
tor's Small Business Subcontracting 
Program will be accomplished by the 


small business specialist as the procuring 
activity, or by a Field Contract Adminis¬ 
tration office when so requested by the 
procuring activity, using for guidance an 
Evaluation Check-off Sheet as prescribed 
in 5 1.707-4(c)(3). Advance notice of 
intention to conduct such surveys or 
visit plants shall be given by the small 
business specialist to the appropriate 
Contract ^Administration office. Person¬ 
nel from the cognizant procuring activ¬ 
ity, preferably from the Small Business 
Office, will visit contractors or subcon¬ 
tractors in the Program at least once a 
year to review their performance. 

<c) Field Contract Administration Of¬ 
fice. The designated procuring activity 
shall request the cognizant Field Con¬ 
tract Administration office to maintain 
continuous surveillance over the pur¬ 
chasing practices of prime contractors 
and subcontractors participating in the 
Small Business Subcontracting Program 
to insure compliance with the provisions 
of If 1.707-3. Such surveillance by the 
Field Contract Administration office 
will include observation of the extent to 
which consideration is given to the po¬ 
tentialities of small business concerns 
in make-or-buy decisions. The field Con¬ 
tract Administration office representa¬ 
tive shall make appropriate representa¬ 
tions to a contractor or subcontractor 
when a make-or-buy decision is contem¬ 
plated which would adversely affect small 
business concerns and appears unwar¬ 
ranted in the light of the contractor's 
responsibilities under this Program. 
When requested by the procuring activity 
to conduct a formal review of a contrac¬ 
tor’s Small Business Subcontracting 
Program, using the Evaluation Check- 
Off 8heet 83 prescribed in § 1.707-4 
<c)<3>, one copy of the completed 
report should be furnished to the re¬ 
questing activity and the other copy to 
the Chief of Naval Material (MAT0212). 

(d) Prime and Subcontractor Per¬ 
formance. In the event of unsatisfactory 
subcontracting practice by a contractor 
under this Program, the designated pro¬ 
curing activity should so notify the con¬ 
tracting officer and insure that the con¬ 
tractor is similarly advised on this action. 

§ 737.1—900 ReApondble IYo*prrthc 
Conlrartor*. 

8 737.1—950 Navy Contractor Experi¬ 
ence List. 

(a) General. The Chief of Naval Ma¬ 
terial maintains a Navy Contractor Ex¬ 
perience List (NCEL), issued quarterly 
in the form of a NAVMAT NOTICE, 
which lists tlie names of contractors 
whose performance under one or more 
Navy contracts has been unsatisfactory. 
Similar lists covering contractors who 
have not performed satisfactorily under 
their respective contracts are maintained 
by the Air Force and the Defense Supply 
Agency. The Air Force Contractor Ex¬ 
perience List (AFCEL) and the Defense 
Supply Agency Contractor Experience 
List iDSACEL) are distributed as enclo¬ 
sures with the NAVMAT NOTICE. The 
NCEL and all correspondence disclosing 
the names of contractors included, or 
proposed to be Included, on the NCEL 
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dial] be designated and marked “FOR 
OFFICIAL USE ONLY/* except that the 
original of correspondence addressed to 
the contractor concerned need not be so 
marked; however, any distribution copies 
of letters addressed to the contractor do 
require the designation and marking. 
“FOR OFFICIAL USE ONLY.'* The 
NCEL provides the following data: 

(1) Name of supplier (where appro¬ 
priate. division or plant concerned will 
be specified); 

(2) Address (city and state only); 

<3) Reason for inclusion on the List 

(identified by the related Code Symbol 
referenced in the publication); 

(4) Activity recommending Inclusion 
on the List (abbreviated symbol: SUP 
SHIP 5 ND. SPCC. NAVAIR. DCASR 
New York, etc.); and 

(5) Date placed on List 

(b) Purpose. The NCEL has a number 
of purposes, the principal ones being to: 

(1) Motivate the contractor to im¬ 
prove his performance to the degree nec¬ 
essary to prevent his inclusion on the 
List or to accomplish his early removal 
therefrom in the event he has been listed. 

(2) Identify contractors who have not 
performed satisfactorily and provide no¬ 
tification thereof to other service com¬ 
ponents. 

(3) Alert the contracting officer to the 
deficiencies of listed contractors who may 
be under consideration for new contract 
awards, and 

(4) Focus the attention of both con¬ 
tractor and Navy management on the 
unsatisfactory conditions which require 
correction. 

(c) Application. The NCEL consists of 
contractors whose performance on one 
or more Navy contracts, during the 12 
months preceding listing, has been deter¬ 
mined to be unsatisfactory. The NCEL 
Is intended to aid the contracting officer 
in making the required determination, 
pursuant to 3 1.904, of the responsibil¬ 
ity or nonresponsibillt.v of prospective 
contractors. If a listed contractor Is 
being considered for a new award, the 
NCEL provides the contracting officer 
with Information concerning past or re¬ 
cent unsatisfactory performance by the 
prospective contractor or with other data 
bearing upon the prospective contrac¬ 
tor's responsibility. The areas of weak¬ 
ness thus identified indicate to the con¬ 
tracting officer the need for further 
information In determining whether the 
minimum standards for responsible pro¬ 
spective contractors can be met (see 
i 1.903). Based on such additional infor¬ 
mation (see paragraph if) of this sec- 
tion) the contracting officer is in a better 
position to evaluate the responsibility of 
a prospective contractor. 

(d> Limitation. The listing of a con¬ 
tractor on the NCEL must not itself be 
interpreted to mean that the listed con¬ 
tractor will not be given an opportunity 
to bid or quote on a proposed procure¬ 
ment; that negotiations cannot be car¬ 
ried on with that contractor; or that an 
award cannot be made to such contrac¬ 
tor. Such listing indicates only that the 
unsatisfactory situation existed at or 
prior to the time the supplier was added 
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to the list and does not constitute an 
exclusive basis for a determination of 
current responsibility. The NCEL has no 
relationship to the Joint Consolidated 
List of Debarred. Ineligible and Sus¬ 
pended Contractors (NAVEXOSP-1205) 
and the inclusion of any sense be re¬ 
garded as a determination of debarment 
or ineligibility. The procedures covered 
herein do not apply to foreign procure¬ 
ments. 

(e) Reasons for Listing Contractors. 
A contractor may be Included on the 
NCEL for one or more of the reasons 
shown below. Identified by the related 
code symbol indicated: 

(1) CODE SYMBOL F —Contractors 
Who Have a Less Than Adequate Finan¬ 
cial Capability for Contract Perform¬ 
ance. Recommendations under tills cate¬ 
gory must be supported by* a financial 
statement demonstrating lack of finan¬ 
cial capability together with cvidenc© 
that adequate financial support is not 
available. All contractors who have filed 
for bankruptcy or who have been placed 
in receivership shall be reported to the 
Chief of Naval Material for NCEL list¬ 
ing. 

(2) CODE SYMBOL T —Contractors 
Other Than Those Included on the Joint 
Consolidated List of Debarred , Ineligible , 
and Suspended Contractors iNAVEX - 
OSP-1205), Who Have Had One or More 
Contracts Terminated lor Default. The 
documentation in support of the recom¬ 
mendation shall cite the contract(s) 
terminated for default, the date(s), sup¬ 
plies or services covered by the contracts, 
reasons for such terminations and the 
results of any appeal or other disposition 
of the case if available. All defaulted 
contractors shall be reported to the 
Chief of Naval Material for NCEL 
listing. 

(3) CODE SYMBOL D —Contractors 
Who Have An Unsatisfactory Record of 
Delivery on One or More Contracts. In¬ 
clude in the letter of recommendation a 
summary of the frequency, duration and 
seriousness of late deliveries where the 
delay is considered to be the fault of the 
contractor in whole or in part. Indicate 
the nature and extent of any Govern¬ 
ment contribution to delinquency and 
the consequent number of days of ex¬ 
cusable delay granted the contractor. 
Provide a list of contracts concerned and 
the applicable original contract delivery 
dates, revised delivery dates (give reas¬ 
ons therefor and whether consideration 
was obtained), actual delivery dates, 
number of days late and estimate cure 
date. Do not ILst contracts where the 
contracts are not considered responsible 
for any portion of the delay. 

(4) CODE 8YMBOL Q —Contractors 
Who Have An Unsatisfactory Record of 
Quality Assurance/Control. Furnish a 
current evaluation of the contractor's 
quality control or inspection system or 
specific examples of unsatisfactory or 
defective material. 

(5) CODE SYMBOL M —Contractors 
Whose Performance Is Considered Un¬ 
satisfactory or Whose Responsibility Is 
Questioned for Other Reasons. Recom¬ 
mendations must specify the particular 


area (s) considered to be unsatisfactory 
and provide an adequate but concise ex¬ 
planation as to the reasons therefor; 
eg., inadequate property administra¬ 
tion. poor purchasing system, failure to 
comply with specific contract require¬ 
ments, a record of knowingly and will¬ 
fully submitting unfounded or unsup- 
portable claims or a course of condlict 
designed to frustrate the settlement of 
claims, etc. 

(f> Responsibility of Listed Confroc- 
tors. In determining the responsibility of 
prospective contractors who arc listed 
in the NCEL, the PCO shall decide what 
additional information win be required, 
what sources of information will be uti¬ 
lized and what means, including pre- 
award surveys as appropriate, will be 
employed to obtain the required infor¬ 
mation. In addition, where the supplier 
is listed in the NCEL because of 
his record of knowingly and willfully 
submitting unfounded, unsupportablo 
claims or a course of conduct designed 
to frustrate the settlement of claims, 
approval must be obtained from tho 
Chief of Naval Material (MAT 02) be¬ 
fore making any award in excess of 
$100,000 to such supplier unless the pro¬ 
curement is from a sole source supplier 
for stock items or spare parts. 

(g) Recommending Activities. Recom¬ 
mendations that contractors be included 
on the NCEL shall be submitted to the 
Chief of Naval Material (MAT 0241) by 
both purchasing and contract adminis¬ 
tration activities. Two important sources 
of information concerning contractor 
performance are requirements per¬ 
sonnel and technical personnel. The 
PCO (Procuring Contracting Officer) 
shall therefore take necessary action 
concerning contracts under his cogni¬ 
zance to assure that information is re¬ 
ceived. on a recurring basis, from cogni¬ 
zant requirements and technical person¬ 
nel regarding unsatisfactory contractor 
performance. Similarly, the ACO (Ad¬ 
ministrative Contracting Officer) shall 
assure that the technical organizational 
elements of the contract administration 
activity furnish requisite information. 
Both PCO and ACO activities shall pay 
particular attention to information re¬ 
ceived concerning contracto failure to 
meet quality control requirements or 
product quality standards, including 
cases where material has been delivered 
and accepted by the Government but is 
subsequently reported to be defective. It 
is emphasized that a contractor may be 
included on the NCEL for unsatisfactory 
performance on one contract only, not¬ 
withstanding the fact that performance 
under other contracts may be adequate. 
The PCO or the ACO shall submit a rec¬ 
ommendation where the evidence war¬ 
rants such action, regardless of the fact 
that knowledge of tho contractor s per¬ 
formance is limited to a few contracts or 
to a single contract. Coordination be¬ 
tween ACO and PCO is essential to as¬ 
sure that tlie Government has not con¬ 
tributed to the poor performance of a 
contractor by failure to provide special 
tooling, drawings and specification clari- 
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fication or contract modification where 
required, 

(h> Procedures . fit the PCO or ACO 
determines that a contractor should be 
placed on the NCEL for one of the rea¬ 
sons indicated in paragraph <e> above, 
the PCO or ACO shall submit a recom¬ 
mendation to that effect to the Chief of 
Naval Material (MAT 0241), stating the 
appropriate reason(s). together with.the 
related code symbol. Recommendations 
shall be forwarded to the Chief of Naval 
Material (MAT 0241) via the cognizant 
command or office. Prior to submitting 
a recommendation to the Chief of Naval 
Material, the PCO or ACO shall take the 
following measures: 

(1) Notify the contractor by letter 
(see paragraph OKI) of this section) 
that a recommendation to place his com¬ 
pany on the NCEL is considered war¬ 
ranted. State the specific deficiencies in 
the contractor's performance which pro¬ 
vide the basis for the proposed action. 
Enclose in this initial notice to the con¬ 
tractor a copy of the $ 737.1-950. Inform 
the contractor that he may submit a 
reply to the notifying activity, mailed in 
sufficient time to be received within 15 
days from the date of the notice, ad¬ 
vising of proposed corrective measures to 
be taken and presenting reasons why he 
should not be recommended for NCEL 
listing. 

(2) Send copies of the above Initial 
notice to the cognizant ACO or to the 
cognizant Navy PC Os, as the case may 
be, requesting a reply be submitted with¬ 
in 15 days from the date of the notice. 
Including concurrence or nonconcurrence 
In the proposed action together with ap¬ 
propriate comments. 

(3) If the contractor's response and* 
the ACO. PCO comments received within 
the specified 15 days do not justify can¬ 
celling the proposed recommendation, or 
if no contractor response has been re¬ 
ceived, Immediately Inform the contrac¬ 
tor. by means of a second letter (see 
paragraph (1) <2* of this section), that he 
has been recommended for placement on 
the NCEL. On the same date this notifi¬ 
cation is forwarded to the contractor, 
submit the NCEL recommendation to the 
Chief of Naval Material (MAT 0241), 

(4) If the response from the contrac¬ 
tor and the replies received from the 
ACO/PCO do Justify cancellation of the 
proposed recommendation, a prompt ac¬ 
knowledgement to the contractor should 
be forwarded. 

(1) Information to be Included in Rec¬ 
ommendation. The minimum informa¬ 
tion to be furnished with each recom¬ 
mendation is as follows: 

<1) Pull name of company, address, 
product line and name of president or 
top responsible official. If the recommen¬ 
dation applies to an affiliate or subsidiary 
only, so indicate and explain relation¬ 
ship to parent company. 

(2) Cognizant purchasing and/or con¬ 
tract administration office, name and 
position of person to be contacted and 
autovon and commercial telephone num¬ 
bers. 

<3) Applicable contract number(s), ef¬ 
fective date, type of contract, total dollar 
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value, dollar value of undelivered bal¬ 
ance and unusual contract provisions, if 
any, considered to have a bearing upon 
the issues presented. 

(4) Code symbols for which the con¬ 
tractor is being recommended. < See para¬ 
graph (e) of this section for the Infor¬ 
mation required under the applicable 
symbol and include additional details as 
appropriate). Indicate whether the rec¬ 
ommendation is concurred in or not con¬ 
curred in by the ACO or the PCO. as the 
case may be. The reasons for recommend¬ 
ing the contractor for placement shall 
be based on the contractor's performance 
during the preceding 12 months. If Code 
Symbol P (inadequate financial capabil¬ 
ity) is cited, comments covering the fol¬ 
lowing points should be furnished: <1) 
Whether the contractor is in a position 
to obtain the additional financial re¬ 
sources necessary to complete the con¬ 
tract, (ill whether Government assist¬ 
ance is feasible and advisable and (ill) 
whether any plans exist or arc being 
prepared to minimize Government losses 
in the event the contractor is not able to 
continue. If the recommendation (re¬ 
gardless of wlfich code symbol Is cited) 
is intended to apply only to certain sup¬ 
plies or services or only to a specific 
plant, the areas of limitation shall be 
clearly defined and any listing sub¬ 
sequently made as a result of such a rec¬ 
ommendation will indicate its limited 
nature. 

(5) Brief statement of previous cor¬ 
rective action indicated by the PCO or 
ACO, e.g.. conferences with contractor 
indicating dates held and outcome: revi¬ 
sion of delivery schedules: issuance of 
"cure notices" or "show cause notices," 
including dates such actions were taken 
and results thereof. 

(6) Brief narrative of factors consid¬ 
ered responsible for contractor's unsatis¬ 
factory performance, such as poor pro¬ 
duction planning, failure to place timely 
orders with vendors or subcontractors, 
lock of correct evaluation of solicitations, 
failure to take timely and aggressive ac¬ 
tion to Identify and correct deficiencies, 
etc. 

(7) A copy of both the initial and sec¬ 
ond notice to the contractor together 
with a copy of any contractor response 
to these notices. 

(8> A copy of the ACO/PCO comments 
on the initial notice to the contractor. If 
these comments or the contractor's re¬ 
sponse are received by the recommending 
activity after it has submitted the NCEL 
recommendation, promptly forward such 
replies separately to the Chief of Naval 
Material (MAT 0241). 

(9) A detailed analysis of the contrac¬ 
tor response taking exception to the rec¬ 
ommended action. This analysis shall 
consist of a comprehensive evaluation of 
the information furnished by the con¬ 
tractor, indicating specific areas of 
agreement or disagreement with the con¬ 
tractor's statements, providing detailed 
comments, fully documented of the is¬ 
sues involved and an up-date of earlier 
information supplied by the recommend¬ 
ing activity. 
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ij> Review of Listed Suppliers The 
continuing review of each contractor 
listed on the NCEL will be the primary 
responsibility of the applicable recom¬ 
mending activity for the purpose of de¬ 
termining whether or not retention on 
the list is warranted. Recommendations 
for removal from the NCEL mav be 
made at any time that the deficiencies 
which resulted in the listing have been 
corrected or sufficiently improved to 
Justify such action. Specific information 
substantiating the recommended removal 
shall be furnished. Contractors who no 
longer have Government contracts niter 
having been Included on the NCEL for 
one year should normally be recom¬ 
mended for removal. Removal shall also 
be recommended in the case of any con¬ 
tractor who has subsequently been in¬ 
cluded on the Joint Consolidated List of 
Debarred, Ineligible and Suspended Con¬ 
tractors (Part 1, Subpart F>. Recom¬ 
mendations for removal should not be 
made where a contractor has appealed* 
any matter which resulted in his being 
listed unless and until the appeal is re¬ 
solved in the contractor's favor. In the 
case of a Code T listing, removal from the 
NCEL should not be recommended until 
(1) the termhiation for default has been 
converted to a termination for conven¬ 
ience, <2> the Armed Services Board of 
Contract Appeals has substantially up¬ 
held the contractor's position, or (3) the 
contractor has been listed for one year. 
Where a contractor has been listed under 
Code F for bankruptcy/receivership, re¬ 
moval should not be recommended until 
such proceedings have been completed 
and the contractor has been listed for 
one year. Whenever the contractor's re¬ 
tention is recommended, briefly indicate 
the reasons therefor (omitting informa¬ 
tion previously reported) and also mil- 
date the applicable code symbols. 

<k) Quarterly Report. Pursuant to par¬ 
agraph <J) of this section, the recom¬ 
mending activity sir’ll, within 45 days 
after the date of each quarterly issue of 
the NCEL, submit by letter to the Chief 
of Naval Material (MAT 0241) recom¬ 
mendations to remove or retain the 
names of listed contractors. 

(1) Formats for Letters to Contractors. 
Suggested formats for the initial and 
subsequent notice to the contractor are 
set forth below. 

(1) Format for Initial Notice to 
Cbntractor: 

(Letterhead of Recommending Activity) 

Mr ___ President 

(Same of Contractor) 

(Address) 

Dkac Mr. _: The 

Navy Department has established s lint ol 
cantr ac torn whose performance or financial 
condition has been determined to be unsAtls- 
factory. Thin Hat la the Navy Contractor Ex¬ 
perience List (NCEL). The pollcien and pro¬ 
cedures to be followed In listing contractors 
on the NCEL are set forth In Section I. Pari 9 
of the Navy Procurement Directives (NPD). 
a copy of which U enclosed. Tho NCEL pro¬ 
vides a means of Informing contracting ©ra¬ 
cers that an unsatisfactory situation existed 
at. or prior to the time a contractor was added 
to the list. It should be understood, however, 
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that contractors included on the NCFX Are 
not barred from submitting bid* or offers on 
proposed procurement* or frcm receiving fu¬ 
ture contract awards. 

This la to notify you that in view of the 
unsatisfactory conditions noted below (Indi¬ 
cate contract number(e) Involved and discuss 
sped lie deficiencies thereunder) this office 
considers that a recommendation to place 
your company (loiert name of company, 
plant or division and location) on the NCEL 
Is warranted. Action rcccmmending your In¬ 
clusion on the NCEL is being deferred, how¬ 
ever, to afford you an opportunity to advise 
what corrective measures you propose to take 
and to present your reasons why the company 
should not be listed. 

Please forward your reply In sufficient time 
to be received by this office within 15 days 
after the date of this letter. 

Sincerely, 


(2) Format for Notice to Contractor 

of Recommendations Submitted to the 

Chief of Naval Material: 

• 

(Letterhead cf Recommending Activity) 

Mr ___-_, President 

(Name of Contractor) 

(Address) 

Dbax Ms. .—.: We 

have carefully reviewed your letter of (date) 
(or: We have received no reply to our letter 
of (date)) and have concluded that a rec¬ 
ommendation that your company be placed 
on the Navy Contractor Experienced List 
(NCEL) is still warranted for the reasons 
stated in our letter dated-Ac¬ 

cordingly we have recommended that your 
company be Included on the NCEL. 

If this recommendation Is approved by 
Headquarters, Naval Material Command, your 
firm will subsequently be listed on the NCEL. 
A record of your performance on present and 
future contracts will be reviewed at least 
quarterly. At such time as there U assurance 
that your company has taken effective action 
to correct the unsatisfactory conditions, we 
shall recommend your removal from the 
NCEL. 

We earnestly hope that you will promptly 
correct the conditions which resulted In this 
recommendation. 

Sincerely. 

§ 737.1—1000 Publicizing Procure men t 
Actions. 

g 737.1—1002 Oi^aemtnnliofi of Infor¬ 
mation Kclating to Invitation for Bids 
and RcqaeaU for Proposals*. 

g 737.1-1002-6 Paid Adverti»rntrnU in 
j»w»|>apm mid Trade Journal*. 

Subject to the requirements of Part 4. 
Subpart H. the Head of a Procuring Ac¬ 
tivity may authorize the publication of 
paid advertisements, notices, or proposals 
as are deemed necessary in order to 
secure effective competition. 

g 737.1—1002—30 Announcement of New 
Major System/Project Procurement. 

The text of the synopsis to be pub¬ 
lished in the Commerce Business Dally 
shall be in the following format. The 
procedure for preparation and transmis¬ 
sion set forth In i 1.1003-9 shall be used. 
Development sources sought: 

(a) The Department of the Navy con¬ 
templates the procurement of contract 
definition studies leading to the selec¬ 
tion of a contractor to design, produce, 
and deliver the following: 


(Describe system's mission, operating char¬ 
acteristic*. subsystems, etc. provided Infor¬ 
mation Is unclassified.) 

(Describe scope of contractor's responsi¬ 
bility.) 

(Describe extent of OPE.) 

This procurement will follow the proce¬ 
dures required by DOD Directive 3200.9 of *4 
July 1965 “Initiation of Engineering and 
Operational Systems Development/’ Solicita¬ 
tion of proposals will be restricted to a bid¬ 
ders list of qualified concerns. The prepara¬ 
tion of this restricted bidders list wU) be 
undertaken by the ....-...... project of¬ 

fice. It will be based on evaluation of appli¬ 
cations to determine the capability of pro¬ 
spective offerors to perform the “Contract 
Definition** contract and design and pro¬ 
duction of ......__ during the develop¬ 

ment and production contract. Interested 
firms as separate corporate entitles or aa 
proposed Joint ventures should submit ap¬ 
plications to the project manager, __... 

(Insert 

-- project, —.— by 

mailing address) 


(insert date) 

Information submitted should: 

(1) Describe capability for design, sys¬ 
tems analysis, financing, pomputer pro¬ 
graming, and production. Include ex¬ 
perience on work performed or being 
performed pertinent and specific In the 
areas under consideration. 

(2) Furnish names and professional 
qualifications of engineers, technical, 
management and other key personnel 
who may be assigned as principal proj¬ 
ect officers for this task. 

(3) Describe availability and capacity 
of facilities including access to labor 
supply. 

(4) Furnish statement regarding in¬ 
dustrial security clearance. 

(5) Furnish financial statement in¬ 
cluding corporate structure. 

(6) Describe in detail the overall man¬ 
agement system, and how the system will 
meet Navy management and date re¬ 
quirements regarding such areas as cost 
control ssytem criteria and technical per¬ 
formance measurement. 

(7) Any other specific information per¬ 
tinent to this particular procurement 
that merits consideration in our evalua¬ 
tion of the information submitted. 

Regardless of any previously submitted 
information or information on file In the 
Navy, interested organizations must sub¬ 
mit qualifying Information requested by 
this specific synopsis. Award of contract 
definition contract will be made to two 
or more offerors selected by the Govern¬ 
ment based on managerial and technical 
excellence as evidenced in proposals re¬ 
ceived in response to a formal request 
for proposals presently schedule for is¬ 
sue approximately _ Work 

under “Contract Definition'* contract will 
consist of the preparation and submis¬ 
sion of firm proposals for the engineer¬ 
ing development and production of 

____ For purposes of Identity, 

respondents should reference this synop¬ 
sis No.-- 

§ 737.1—1001 Announcement* of Con- 
trad* Valued at $1,000,000 or More* 

(a> Announcement of any newly exe¬ 
cuted contract, including announcement 


of any modification to a previously 
awarded contract, valued at $1,000,000 
or more, shall be forwarded for coordi¬ 
nation to the Navy Chief of Information 
(CHINFO) and release by the Office of 
the Assistant Secretary’ of Defense (Pub¬ 
lic Affairs). In the case of a letter con¬ 
tract, the announcement will be for¬ 
warded to CHINFO (1) at the time of 
issuance of the letter contract, (2) when 
it involves any modification, and (3) at 
the time of its conversion to a definitive 
contract. No public release (including 
advice to the prospective contractor) 
shall be made until such time as des¬ 
ignated by CHINFO. All necessary pre¬ 
cautions shall be taken to prevent the un¬ 
authorized disclosure of information 
prior to the designated release time. 

(b) Submission. Contract announce¬ 
ments shall be submitted in accordance 
with the following procedures: 

(1) Two (2) copies of the covering 
letter forwarding the announcement 
shall be prepared. The covering letter 
shall Indicate: 

<i> That the information contained in 
the announcement is unclassified: 

(ID Any areas of possible sensitivity 
and of any high level interest. 

(2) Five (5) copies of the announce¬ 
ment shall accompany the covering let¬ 
ter and the announcement shall Include: 

(!) Full, simple and unclassified de¬ 
scription of the supply* or service being 
procured: 

(ii) The new total dollar value of the 
overall contract, along with the new com¬ 
mitment. if the contract announcement 
is a modification to a previously awarded 
contract. Sample formats of modifica¬ 
tion announcements are illustrated in (f) 
below. 

Oil) The name and telephone number, 
appearing at the bottom left corner of 
the announcement, of the person han¬ 
dling the contract announcement. 

(c) Security Review . Routine contract 
announcements are exempt from the 
security review process. However, full 
security rcvltw is required for contract 
announcements which arc accompanied 
by amplifying press releases. 

(d) Exceptions . Exceptions to the fore¬ 
going requirements may. and should, be 
sought from CHINFO when the urgency 
of the procurement warrants such action. 

(e) Requests for Extensions. If. after 
submission of the contract announce¬ 
ment, it is determined that (I) award 
will not be made concurrently with pub¬ 
lic announcement thereof, or (2) award 
will be delayed considerably subsequent 
to Us announcement, the Navy Chief of 
Information (01-22) shall be advised 
immediately in advance of the scheduled 
release time and a request for extension 
of release shall be made. 

(f) Format. To provide a more succinct 
understanding to the public of the pro¬ 
curement action being awarded. Procur¬ 
ing Activities shall insure adequate ex¬ 
planation in public announcements of 
the specific type of procurement action 
being awarded <Lc., state that the Navy 
has exercised a “contract option'* or 
negotiation of a “change order"). Sample 
formats of contract modification an¬ 
nouncements, containing minimum re- 
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quired information, are illustrated below. 
Formats may be enlarged upon or altered 
to suit the circumstances of the procure¬ 
ment. 

None* or Awajld or Cosmucr Monincvnosr 

_________Ls receiving mod* 

(nameof Contractor) 

location number _— to previously 

awarded Contract Ho.--Issued by the 

— This modification tncreaaes Uv 

(ac^vlty) 

va»ne of tho basic contract by $——, Uv» 
ti.w total value of the entire contract U 
Insert one of the following as appropriate: 

(I) This modification Is the__ 

(no. of incre m ent, second, third, etc.) 

Increment of this_ _ 

(length of multi-year con- 

-—-year multi-year boalo 

tract. La., three, four, etc.) 
contract. 

(II) This modification covert the purchase 

of an additional quantity of__ 

(quantity and 

- ——-being produced un¬ 
ite m. eg, 600 widgets) 

der the basic contract. (If appropriate. In¬ 
dicate that the modification ia the result 
of a competitive negotiated procurement). 

(III) This modification covers the exercise 
of an option for an additional quanlty of 

------ being 

(quantity and item, eg, 100 gadgets) 
produced under the basic contract. 

(vl) This modification covers the negotia¬ 
tion of change orders issued under the basic 
contract which provides for the purchase of 


(quantity and item being purchased) 

The contractor Indicates that the work 
(Is being) (will be) performed at_ 

(city and state) 

Nones or Awxao or CoirnucT Moditjcatjox 
DsrwrnooTco a Letts* Coktsact 

--ia receiving a 

(name of Contractor) 

negotiated__ 

(type of contract. U. m, CPIF. etc.) 
modification which definitives previously 

awarded Letter Contract___%t a 

(number) 

contract/target price of %__ The con¬ 

tract covers the purchaae/ocmatructlon of 
160.000 widgets. The contractor indicates 

work will be performed at _ __ 

lcity and state) 

—-— This la a_____ 

(procuring activity) 

Contract Modification __ 

(number) 

§ 737.1—1007 Public Release of Long- 
Range Procurement Kali mute*. 

<a) Public releases of long-range pro¬ 
curement estimates shall be made by the 
Head of the Procuring Activity through 
use of the Department of Commerce 
J&usines* Dally and other appropriate 
means for ail procurements expected to 
exceed $100,000 in a fiscal year unless re¬ 
lease of the information will < 1) adverse¬ 
ly affect procurement by encouraging un¬ 
desirable practices or <2> indicate the 
existing or potential mobilisation of the 
industry as $ whole. Long-range pro¬ 
curement estimate releases shall include 
planned requiremenLs beyond the cur¬ 
rent fiscal year whenever available. 

<b> A copy of each release shall be for¬ 
warded to the Chief of Naval Material 
(MAT 02E). 


§737.1—1100 Qualified proiinrla. 

§737.1—1102 Responsibility for Qualifi¬ 
cation. 

The Navy frequently uses specifications 
with product qualification requirements 
where the designated Preparing Activity 
is an Army or Air Force organization, or 
even another Government agency. In 
such a case the Navy Custodian Identi¬ 
fied in the specification acts in a liaison 
capacity with the Preparing Activity. 

§ 737.1-1104 Availability of Li.M. 

fa) To Suppliers. The usual source for 
suppliers to obtain QPL (Qualified Prod¬ 
ucts List) lists Is the DOD Single Stock 
Point (DOD SSP) located at the Naval 
Publications and Forms Center. Phila¬ 
delphia. However, any Navy activity 
maintaining a set of QPL's may, upon 
request, and subject to the requirements 
of 11.1104, make QPL information avail¬ 
able by giving the supplier's repre¬ 
sentatives access to such lists; by furnish¬ 
ing them with reproductions, copies, or 
transcripts of the list or lists involved; 
or by other appropriate means. The exact 
method of making such information 
available is left to the discretion of the 
Navy activity concerned. However, when 
such information ls made available to a 
supplier, all qualified products and the 
manufacturers and their plants listed 
for the grade, class, or type of products 
and the manufacturers and their plants 
listed for the grade, class, or type of prod¬ 
ucts for which the information was re¬ 
quested. and the date of furnishing such 
data shall be included. 

§737.1—1109 Inadequate Competition. 

A copy of correspondence directed to¬ 
ward increasing competition shall be for¬ 
warded to the Chief of Naval Material 
(MAT 042). 

§ 737.1—1300 Option*. 

§737.1—1504 F.fttahl t«li merit of Proce¬ 
dure to Injure Timely Ktcrriw of 
cm tract Option*. 

Each procuring activity shall establish 
a procedure to insure timely exercise of 
any contract option when such exercise 
is in the best Interest of the Government 
hi accordance with Part 1, Subpart 0. 

§ 737.1—1900 First Article Approval. 

§ 737.1-1902 Plnrrmrnt of Additional 

Procurement* Prior to Hr*t Article Ap¬ 
proval of the Same Item Under a 
Previous <>>ntract. 

(a) Generals The purpose of a first 
article approval, as provided !n S 1.1900. 
is to assure that the contractor can fur¬ 
nish a product that is satisfactory for the 
intended use and therefore minimize 
risks for both the contractor and the 
Government. Follow-on procurements 
have been made for Items prior to Gov¬ 
ernment approval of the first article test 
called for In the first contract. This pro¬ 
cedure is considered to have increased 
the risks to the Government since pos¬ 
sible increased costs and technical or 
legal complications are invited by such 
action. 

(b) Policy. The award of additional 
procurements for the same item prior to 


first article approval of that item under 
a previous contract is inconsistent with 
the objective of reducing risks to the 
Government. Under unusual circum¬ 
stances, urgent requirements may arise 
that would necessitate placement of ad¬ 
ditional procurement for the same item 
under a previous contract requiring first 
article approval of that item. Such ur¬ 
gency should be carefully evaluated 
against any possible increased costs and 
the potential legal and technical compli¬ 
cations that may develop by premature 
contracting for items requiring first arti¬ 
cle testing shall be considered. 

<c> Approval. The Head of the Pro¬ 
curing Activity or hLs designee shall: 

(1> be the only individual authorized 
to approve additional contracts to com¬ 
panies when an acceptable first article, 
as required tinder a previous contract, 
hair not been approved: 

«2> insure that each contract Involv¬ 
ing follow-on procurement prior to ap¬ 
proval of the first article Is handled on 
a selective basis and in a Judicious man¬ 
ner. The risks to the Government, par¬ 
ticularly increased costs, if on accept¬ 
able first article Ls delayed, must be care¬ 
fully considered and. If possible, avoided. 

(3) insure that the risks involved in 
follow-on procurements prior to first ar¬ 
ticle approval, if such procurements are 
Justified, are fully documented In the 
Procurement Directive os well as in the 
Business Clearance. 

§ 737.1—2100 Advance Procurement 
Planning. 

§ 737.1-2100-1 CcncruL 

(a) The purpose of the Advance Pro¬ 
curement Plan (APP) U to document, at 
an early point tn time, the long range 
contractual method or methods which 
will be utilized for the procurement by 
contract of both the development and 
production of an individual item or sys¬ 
tem. It is the written resulf of advance 
procurement planning, as defined in 
§ 1.2100-1. as the means by which the 
efforts of all personnel responsible for 
the procurement, by contract, are coor¬ 
dinated as early as practicable In order 
to obtain, on time, required items of 
requisite quality and at the lowest sound 
price. 

(b) Since the APP Ls intended to docu¬ 
ment the contractual plans, including 
realistic milestones for acquiring a sys¬ 
tem or item, the detail to be included in 
a particular APP, Including updates 
thereof, must necessarily vary with the 
magnitude of the program and the stage 
in development and/or production of the 
specific item or system to be acquired 
(for example. In accordance with 
SECNAVINBT 5000.1, the advance pro¬ 
curement planning aspects accompany¬ 
ing on Initial DCP should address, on a 
system basis and only in general terms, 
tlie intended business and contractual 
relationship(s) between the Navy and in¬ 
dustry). Contractual planning may be 
firm or tentative. 

<c) As a management tool the APP 
can serve many useful functions; how¬ 
ever. the specific purpose, os set forth in 
sub-paragraph i&; above, must remain 
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dominant If the APP Is used for any other 
purpose. 

<d> The APP shall not be used as the 
sole support of a Determination and 
Finding <D*F>. 

§ 737.1—2100—2 Applicability. 

<ft» In addition to the requirements 
prescribed in 9 1.2100-2 for the prepara¬ 
tion of APPs on negotiated hardware 
procurements (not applicable to major 
overhaul programs), APPs will be pre¬ 
pared or will require coverage, in the 
manner prescribed in 9 737.1-2101 (d), 
for the following: 

(1> Negotiated hardware multi-year 
procurements, if the total estimated value 
of the multi-year is in the amount of 
$1 million or more. 

(2) In-house development efforts 
where it Is anticipated that the eventual 
production effort will be contracted to 
industry and for which the production 
effort will require the preparation of an 
APP. The APP should be prepared at the 
commencement of the in-house effort 
and should show how the transition 
from in-house RAD will lead to produc¬ 
tion by industry, 

(3> Other procurements which the 
Chief of Naval Material (MAT 023) 
designates as requiring APP preparation. 

(4) Non-hardware procurements will 
be included in APPs covering system pro¬ 
curements under the conditions set forth 
in I 737.1-2101 (d), 

i5> A system APP shall be prepared to 
accurately portray the provisions of each 
DCP. 

(b> Whenever emergency procure¬ 
ments under 4 3.202 are justified as 
described in 6 1.2100-2(b). the require¬ 
ment for preparation of ai APP Is 
waived for that particular procurement. 
This does not automatically waive the 
requirement for an APP when there will 
be additional requirements for an item, 
and an APP will be prepared and ap¬ 
proved for these future requirements 
prior to their procurement in accordance 
with § 737.1-2100-3. 

§ 737,1-2100-3 Initiation of Advance 
Procurement Planning. 

(a) The initiation of timely APP 
preparation requires that the Acquisition 
Manager (AM), as defined in 9 737.1- 
2100-4 <a>. must notify the appropriate 
contract group or division and com¬ 
mence forming the planning council 
as soon as the Specified Operational 
Requirement (SOR> or Advanced Devel¬ 
opment Objective (ADO) is assigned to 
the Principal Development Activity 
(PDA) by the Chief of Naval Material 
(MAT 03 >. The APP must be prepared, 
submitted and approved in sufficient time 
so that it can be Incorporated or refer¬ 
enced in the Technical Development Plan 
< TDP). or comparable plan. 

(b) Advance procurement planning 
for items which do not require a TDP 
shall be Initiated If the procurement 
meets the criteria set forth in 9 1,2100-2. 
§ 1.2100-3 and | 737.1-2100-2. If circum¬ 
stances prevent such preparation, the 
APP shall be prepared and approved no 
lftter than each January for the ensuing 
fiscal year. 


(c) Advance procurement planning 
and early preparation of an APP may in 
fact provide additional justification for 
the requirement of specific funding and 
may also contribute to program stabili¬ 
zation. The APP can show the optimal 
funding to provide the most economical 
contractual method and alternative con¬ 
tractual methods for less than optimal 
funding. 

§ 737.1—2100—4 Responsibility for Prep¬ 
aration. 

(a) Acquisition Manager (AM). The 
Acquisition Manager (AM) is defined as 
that individual charged with overall re¬ 
sponsibility for acquisition of weapons 
systems, individual Items of equipment 
and facilities, as well as planning for 
logistic support of these end items. Proj¬ 
ect Managers. Project Officers. Program 
Directors, Commodity Managers and 
other officials responsible for the mate¬ 
rial program are considered Acquisition 
Managers for the purpose of this 
Subpart. 

<1) The Acquisition Manager, as de¬ 
fined above. In consultation with the ap¬ 
propriate contracting officer, shall en¬ 
sure the preparation of each APP and 
updating thereof. 

(2) The Acquisition Manager (AM) 
and/or the procuring activity arc en¬ 
couraged to require preparation of APPs 
for internal use for procurements not 
specified by 9 1.2100 or this Subpart, 
even though submission to the Chief of 
Naval Material for approval is not 
required. 

(b) Each organization shall make such 
organizational arrangements. Including 
assignment of functions and responsibil¬ 
ities as necessary, to coordinate, estab¬ 
lish and implement advance procure¬ 
ment planning and to the preparation 
of APPs. When the procurement of a 
system spans several procurement or¬ 
ganizations, the AM shall coordinate the 
plans for ail the organizations into prep¬ 
aration of an APP for the entire system. 

(C) Each APP shall be updated: 

(1) In accordance with specified mile¬ 
stones set forth in the plan and such 
planned dAte for update shall be set forth 
in the APP (Note: Approval of the APP 
will constitute an endorsement of the 
update schedule), and/or 

(2) Whenever changes occur that will 
materially affect the method of procure¬ 
ment and/or objectives of the AP Plan. 

(3) As appropriate and necessary in 
connection with DCP updates. 

g 737.1-2100-5 Approval. 

(a) Advance procurement plans shall 
be approved by the Chief of Naval Ma¬ 
terial (CNM) or the Head of the Pro¬ 
curing Activity (HPA> in accordance 
with the criteria set forth In para¬ 
graphs (b) and (c) below. The HPA is 
authorized to delegate approval author¬ 
ity for certain APPs in accordance with 
paragraph (d) below. 

(b) The CNM shall approve APPs in 
the following categories: 

(1) All Systems APPs defined in 
9 737.1-2101 (d). 

(2) APPs for programs included in the 
current FYDP which have a total esti¬ 


mated RDT&E contractual cost In excess 
of the following thresholds: 

Million 

NAVAIR___... $5.0M 

NAV8BA_ 6. OAf 

NAVELEX.. 1.0M 

MIjjc.. 1.0M 

and/or 

(3> APPs for programs in the current 
FYDP which have a total estimated pro¬ 
duction contractual cost in excess of the 
following thresholds: 

Nil Jam 

NAVAIR.$25. 0M 

NAV8EA_ 25. 0M 

NAVELKX_ 5. 0M 

MIao . 3. 0M 

(4) APPs covering special cases not 
covered In paragraphs (b)(1) through 
(3) which have been specifically identi¬ 
fied for CNM or higher level review. 

(5) APPs in the foregoing categories 
shall be approved by the HPA prior to 
forwarding to NAVMAT for CNM final 
approval. 

(c) The HPA shall approve APPs cov¬ 
ering programs specifically designated 
for CNO review and approval covered 
by OPNAVINST 3960.8 and identified in 
OPNAVNOTE 3960 when they do not ex¬ 
ceed the above thresholds. CNM approval 
is not required. 

(d) Programs not in the above cate¬ 
gories (paragraphs (b) and (c) > may be 
approved by either the HPA or his Flag 
designee. 

(e> In addition to the approvals noted 
above. APPs shall be signed by the Ac¬ 
quisition Manager (AM) and the head 
of the contracts group (contracting offi¬ 
cer). 

(f> Copies of APPs shall be forwarded 
to MAT 02 as follows: 

(1) APPs requiring CNM approval: 
ten (10) copies. 

(2) APPs requiring only HPA or his 
designee approval: two (2) copies. 

(3) Upon submission of secretarial 
RANs/D&FS, one (1) copy of the ap¬ 
proved APP must be attached thereto. 

(g) The content of Advance Procure¬ 
ment Plans is considered privileged in¬ 
formation to the Navy and must be pre¬ 
pared internally. 

(h> For APPs requiring CNM approval, 
a review of the program will be ac¬ 
complished by Headquarters Naval Ma¬ 
terial Command and. providing it is in 
accordance with Defense procurement 
objectives and Navy policy, approval of 
the APP will be granted. The review of 
the APPs will be primarily directed to¬ 
ward determining the soundness of long 
range contractual plans in the APP. 

(!) Based on the information provided 
and such other information which may 
be available, the CNM approval of the 
APP is defined to mean, specifically, that 
the long range contractual plans .set 
forth in the APP are Judged to be sound. 
It is recognised that the APP is a plan, 
subject to unforeseen event# and changes 
which may require deviation from the 
contractual plans set forth. The Chief 
of Naval Material (MAT 02) should, 
however, be kept informed by either a 
memorandum or a revision to the APP 
when significant changes occur which 
affect the approved plan. 


FEOERAl REGISTER, VOL 40, NO. 


•TUESOAY, JANUARY 7, 1975 












g 737.1—2101 CniiielmM for Dnclop- 
mn»l of Ad^anre Prortirrmrtil Plan. 

fa) The 8 1.2101 guidelines are flex¬ 
ibly outlined. Each plan must be self- 
supporting to the extent practical, but 
where necessary, references to specific 
parts or the whole of ether documenta¬ 
tion should be included in the APP rather 
than including redundant information. 
Referenced documents shall be made 
available upon request to facilitate re¬ 
view of the APP. If the procurement ap¬ 
proach in the APP is supported by, or 
differs from, that contained in any docu¬ 
ment which has been approved at any 
level higher than the Chief of Naval 
Materia], the document must be refer¬ 
enced and differences noted in the APP. 

(b) Among the milestones the APP 
should identify are: 

< 1) The date the ILS Plan will be com¬ 
pleted and/or 

(2) Reference the existing ILS Plan. 

<3> When the information becomes 
available, the milestone chart should 
show the estimated date of contract 
award for each item of Government Fur¬ 
nished Material (GFM) included In the 
APP and the point at which it will be 
available and, if different, the date of the 
GFM must be delivered to the systems in¬ 
tegration contractor to preclude having a 
detrimental effect on the program. 

( 4 ) Test and evaluation to be accom¬ 
plished. 

(5) Approval for service use. 

(c) While some programs may only 
have several decision points, others 
which arc more complex may have many, 
especially if there are several major sub¬ 
projects under one project. Though the 
primary concern is the procurement 
milestones, any other milestones or deci¬ 
sion points which will effect the procure¬ 
ment should be Indicated (e-g., fer those 
programs meeting the thresholds of 
DODO 5000.1, the milestones for update 
of the Development Concept Paper 
<DCP>, and for DSARC and OSD ap¬ 
provals should be Identified). 

<d> 8 1.2101(d) requires preparation 
of APPs ou an individual item basis or 
on a project basis, however, a system 
APP will be prepared within the Depart¬ 
ment of the Navy for each complete 
system. 

< 1 > A system APP shall be prepared to 
accurately portray the provisions of each 
DCP and shall designate approval au¬ 
thorities and responsibilities for the prep¬ 
aration of related lower tier sub-systems 
and/or component APPs. Where no DCP 
exists, the rystem will cover: 

(1) Procurements of a total cost of 
more than $1,000,000 or 

(it) Procurements by contract for 
studies, services and software where the 
total coat of the procurement will exceed 
$1,000,000 or 

(ill) Any other procurement not cov¬ 
ered In paragraphs <d>(I> <f> or di> of 
this section, but which may have an 
effect on the system development/ 
production. 

(2) In-house efforts related to the sys¬ 
tem will be discussed and the relationship 
shown between thi3 effort and the system. 
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If a sub-system is being procured under 
another APP. it is only necessary to ref¬ 
erence the APP and indicate on the ays* 
tem APP milestones which Reflect how 
the acquisition effects the system pro¬ 
curement. Where applicable, the Intended 
relationships incident to accomplishing 
the total system integration function 
« fral ! be addressed. 

(e) The following important specific 
areas will be covered in the APP: 

(1) Integrated Logistics Support 
(ILS) is necessary in all procurements. 
Just as It is necessary to plan the pro¬ 
curement of hardware for service use. it 
is important to procure the ILS for that 
hardware. Assurance shall be provided 
in the APP that provision has been made 
to procure that ILS. An Acquisition Lo¬ 
gistician shall be designated for each 
program, identified in the APP. and shall 
take part in APP Council meetings to 
insure provision is made for the procure¬ 
ment of required ILS. Where ILS plan¬ 
ning has already been done In a TDP or 
ILS plan,-such document need only bo 
referenced In the APP. 

(2) Tire APP shall contain a discussion 
of the technical and economic risks in the 
program. The discussion should avoid 
nebulous words which are not well de¬ 
fined and which would convey different 
meanings to different persons. The dis¬ 
cussion shall outline <i> what has been 
accomplished to eliminate risk, (ii) the 
results of testing that took place, and 
(Ul) a comparison of these test results 
with the goals established for the item 
or program at its inception. When no 
test results are available, the compari¬ 
son may be made to similar programs 
which had similar developments In the 
past. When the terms high, medium, low. 
or no risk are used, an explanation as to 
haw this determination was made shall be 
included. It may be sufficient to reference 
specific parts of an approved TDP, or 
equivalent document. 

<f> Technical data package for repro¬ 
curement purposes. (1) The purchase of 
a technical data package for the In¬ 
tended purpose of future competitive 
reprocurement must be carefully consid¬ 
ered because It is an expensive element 
in the acquisition of data and contributes 
in a great measure to the cost of buying 
military hardware. The decision to buy 
r.uch a data package is difficult because 
it must be nv?dc well In advance of the 
contracting rhare for production; and it 
must be correlated with the plan to ob¬ 
tain competition which, when made In 
connection with the development of the 
long range procurement plan, must be 
documented in the AFP Even though the 
APP may provide for the planned pur¬ 
chase of a reprocurement technical data 
package, the actual purchase of the data 
package must be deferred until such time 
as a realistic determination can be made 
as to whether competitive reprocurement 
of the hardware is appropriate and prac¬ 
ticable. In reaching the decision to pur¬ 
chase the data package, its estimated 
cost and benefits to be derived from the 
use of the data package for competitive 
rcprocurement purposes must be care¬ 
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fully analyzed and documented In the 
APP. This decision Is to be appropriately 
reflected In the evolution of the APP and 

shall identify the contents of the data 
package that best meet the need for pro¬ 
curing follow-on hardware by competi¬ 
tion and outline the proposed contractual 
plan for acquiring the data package. Tire 
contractual plan should also consider 
and define the rights the Government 
will have to use the entir data package 
for competitive procurement (see Part 9. 
Subpart B). Technical data specified in 
& contract for delivery Is subject to tins 
rights established by the appropriate 
Rights in Technical Data clause of Part 
9. Subpart B, required to be made a part 
of the contract. A contractor, therefore, 
may be allowed to deliver certain tech¬ 
nical data with restrictive-use legends 
when the data pertains to items, compo¬ 
nents or proccsces developed at private 
expense. Restrictive-use data cannot be 
used for competitive procurement. Thus, 
restrictive-use data furnished os part of 
a technical data package for competitive 
rcprocurement can limit the usefulness 
of the entire package. 

(2) In deciding whether to plan for 
the purchase of a technical data package 
for competitive reprocurcment of hard¬ 
ware. It would net be appropriate to plan 
for such a purchase If. for example: 

<i> A one-time requirement Is in¬ 
volved: . 

(ii) The hardware Is expected to be or 
can only be procured from a single source 
because of design considerations and 
technical know-how possessed by that 
source: 

(111) Commercially available hardware 
from a number of sources will satisfy 
requirements: 

iv) Procurement can be made Initially 
on the basis of performance specifica¬ 
tions even though a technical data pack¬ 
age may eventually be required for sub¬ 
stantial follow-on procurements to be 
contracted to industry; 

(v) Limited quantities will be pro¬ 
cured and competition is considered re¬ 
mote in view of substantial start-up costs 
and extensive lead time required for a 
near source; 

(vi) Procurement of hardware is to 
satisfy an interim requirement and for a 
limited quantity while awaiting future 
production results from an on-going R&D 
effort; 

Cvil) Tiic hardware la being purchased 
for a unique purpose (Lc^ side-by-side 
testing with functlonolly-equlvalent 
equipment, cr a "one-of-a-kind** hard¬ 
ware for test and evaluation); 

(viil) Breakout of components for fu¬ 
ture competitive procurement (f 1.326) 
Is desired but the design of the end item 
is not yet considered sufficiently stable 
for breakout from the prime contractor 
and the risk of the procurement of data 
Is considered too great; 

(lx) The design of the hardware Is not 
sufficiently stable and further design or 
engineering effort is anticipated or re¬ 
quired; and 

(x> A determination has not been 
made as to Ure earliest point at which 
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it is practicable to introduce competition, 
considering performance, safety, reliabil¬ 
ity, maintainability ,or delivery require¬ 
ments. 

(3) An estimate must be developed as 
to the probable net savings anticipated 
If a technical data package wore to be 
acquired for competitive reprocurement 
(will substantial net cost savings result, 
considering the offsetting factors of: 
costs of the technical data package, the 
potential risks Inherent in the use of the 
package by a competing source, probable 
technical risks as to performance, reli¬ 
ability. maintainability of the equipment, 
desirability of obtaining Identical or 
functionally and physically interchange¬ 
able items). 

(4) If competitive procurement Is not 
practicable, the type of data that is 
needed for use with the delivered equip¬ 
ment should be specified. Thus, for ex¬ 
ample, In lieu of rcprocuremcnt data 
package, engineering data to enable In¬ 
stallation, testing, training, mainte¬ 
nance. or repair should be obtained, in¬ 
cluding computer software (if appro¬ 
priate). 

(5) If competitive procurement of the 
hardware is determined to be practicable, 
the type of data package should be 
Identified: 

(i) Complete data package (specify 
appropriate MIL-SPEC); 

<ii> Performance-type specification 
(tills form of data package should be 
given serious consideration when the end 
item is not complex or it is believed that 
a complete technical data package can¬ 
not be effectively used by other than the 
originator of the hardware). 

<g> Whenever APPs do not schedule 
the introduction of competition for the 
end item, the following information con¬ 
cerning breakout shall be included in 
such plans: 

(1) A statement that 4 1.326 Is being 
complied with: 

(2) Identification of components for 
which a decision to breakout has been 
made, and brief discussion of acceptabil¬ 
ity of risks and estimated overall cost 
savings; 

(3) With respect to those components 
which have been reviewed and earmarked 
as being susceptible to breakout pur¬ 
suant to fi 1.326-3. the number of Items 
included thereunder shall be indicated 
and Identified if their number is suffi¬ 
ciently small to do so without imposing 
an excessive administrative burden, 
briefly stating the reason why such com¬ 
ponents are not now subject to an affirm¬ 
ative decision to breakout; 

(4) If the listing of the components 
under paragraph (g) (3) of this section 
will Impose an excessive administrative 
burden, the Advances Procurement Plan 
shall state that the documentation re¬ 


quired by 4 1.326-5 has been prepared 
and will be available for review by rep¬ 
resentatives of the Chief of Naval Ma¬ 
terial. Such documentation will be re¬ 
viewed by the Chief of Naval Material on 
a selective test basis; 

(5) Identification of components of 
systems and sub-systems not susceptible 
to breakout shall not be made in the 
APP but a listing thereof, and a brief 
statement as to the reasons for their non- 
susceptibility, shah be maintained on 
file in the procuring activity subject to 
review by the Chief of Naval Material* 

§ 737.1—2101-1 K**tit 1)1 ii*!iam*t«K of Cut- 
Off Ddtrt. 

Advance procurement planning is a 
continuing process. The APP only rep¬ 
resents the plans at a single point in 
the process. To allow for an orderly pro¬ 
cessing, the Acquisition Manager shall 
establish a cut-off date and the APP 
shall be prepared and submitted with the 
information available as of that date. 
The APP need not be redrafted if changes 
that occur prior to the date of submission 
to the Chief of Naval Material (MAT 
023) do not effect the contractual meth- 
od(s) to be used. A memorandum shall be 
attached to the APP indicating the 
changes that have occurred. 

§ 737.1-2101-2 Classification of APP*. 

Because of their planning nature, APPs 
which do not contain classified informa.- 
tion shall be marked “For Official Use 
Only" and be handled and safeguarded 
as required for documents so marked. 

§ 737.1-2101-3 Execution of Advance 
Procurement Plana. 

Where circumstances dictate, procur¬ 
ing activities may proceed with the exe¬ 
cution of the plan, pending its approval, 
up to the point of issuance of Request for 
Proposals or Quotations. 

§ 737.1—2101—1 Sample Format. 

(a) In accordance with the guidance 
discussion contained in 4 1.2102, it is In¬ 
tended that the APP be a flexible docu¬ 
ment and that the content thereof should 
be held to the minimum essential data 
required to support the plan. The plan¬ 
ning should be appropriate to the plan 
Involved and address the total system or 
component system, as appropriate. 

(b) The 8YSCOM/Procurlng Activity 
procurement plan identified should de¬ 
fine and Justify selected alternative (s). 
Discussion of other procurement alterna¬ 
tives considered should demonstrate to 
the reviewing officials that the altema- 
tlve(s) selected ls/are the alterna¬ 
tive (s) In the Government's best interest. 

(c) The following illustrative format is 
designed to give guidance in the prepara¬ 
tion of APPs by Navy/Marine Corps 
elements. 


Iu.rsTaATTTK Advance Pbocuiement Plan 
Fob mat 

Png*-- 

ADVANCE rBOCUETMENT PLAN NO. 

Description of Item _______ 

Project_____...__ 

Project manager__ 

(Cod* and name) 
DWCIimON OF PHOJXCT OB ITEM 



(Contracting Officer) Date 


(Procurement Representative) Date 

Approved: 

(Project Manager) Date 

I I.L U BTOATtVB POBMAT 
OCNXBAL PROVISIONS 

Advance Pbocoekment Plan 
(Nabbativb Pobtion) 

1. Item or system: 

2. Program Identity. 

3. Planned funding. 

A. R&D. 

B. Production. 

4. Delivery requirements. 

A RScD. 

B. Production. 

6. Estimated total development ootU. 

6. Total estimated cost and quantity for 

production life. 

7. Background history (a brief factual sum¬ 

mary ). 

A Evaluation of rUka. 

A. Technical. 

B. Economic. 

9. The SYSCOM/Activity procurement plan. 

Each planned procurement or effort, 
whether short-range or long-range, 
should be Identified with respect to 
tho following, as appropriate, and In 
such detail as Is warranted by tho 
particular phase of development 
and/or production. 

A. Scope. 

B Estimated cost. 

C. Souroe(s) and basis for selection. 

D Procurement plan/contract typo. 

E. Negotiation authority planned and 

justification therefor. 

P. OPM. 

O. Technical data considerations. 

(1) Data to be available for pro¬ 
curement. 

(2) Data to be generated by pro¬ 
poned procurement. 

(3) Acquisition of data for com¬ 
petitive procurement. 

10. Procurement alternatives considered: 

11. Integrated Logistics Support (ifiS) plan¬ 

ning: 

A. Milestone date for completion, or 

B. Identify by reference 1/ completed. 

12. Sub-system/component breakout: 

13. Test and evaluation-service approval: 

14. Milestones for updating. 

16. Milestone chart. 

Statement to the effect that attached 
milestone chart provides a graphic 
presentation of tpo objectives stated 
in the narrative and of the timing of 
milestones leading to the attainment 
of the objectives. 

16. Identification of members of the Plan¬ 
ning Team. 


» 
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ILLUSTRATIVE FORMAT 


ITtM: 


ADVANCE PROCUREMENT PLAN NO. 


PROCUREMENT PLANNING CHART 




r~ 

1 

8 

I 


Subpart B—Procurement by Formal 
Advertising 

§ 737.2—I (X) I’m* of formal athrrlUing. 

g 737.2—103 General Requirement* for 
Formal Advertising. 

Contract Clearance. See jl 737.1-403-51 
§ 737.2-200 Solicitation of Bid*. 

§ 737.2—203 Methoc)*i of Solieiting Bid*. 
§ 737.2-203-1 Mailing or Delivering to 
Prospective Bidders. 

Not less than three copies of the in¬ 
vitation for bids shall be mailed (or de¬ 
livered) to each prospective bidder. 

§ 737.2—300 Subnotion of Bid*. 

§ 737.2-303 I .ate Bid*. 

§ 737.2—303—2 Consideration for Award. 

The determination as to whether a late 
bid may be considered for award nor¬ 
mally shall be made by the contracting 
officer of the activity issuing the Invita¬ 
tion for Bids (see $ 737.1-401-51 (b>). 
Where the number of late bids imposes 
on undue administrative burden on the 
contracting officer, he may delegate thU 
responsibility on a continuing basis to a 
responsible official of the purchasing ac¬ 
tivity. Such delegation shall be made in 
writing and only to such person who. by 
reason of experience or otherwise, is con¬ 
sidered by the contracting officer to be 
fully competent to discharge this re¬ 
sponsibility. 

§ 737.2—303 Late Modification* and 
Withdrawal*. 

<a> The determination as to whether 
late receipt of a modification or with¬ 
drawal was due solely to one of the rea¬ 
son set forth in 1 2.303-2 shall be made 
by the contracting officer of the activity 


issuing the Invitation for Bids (see 
9 737.1-401-51(b)>, except that such 
responsibility may be delegated under the 
same conditions as apply to late bids in 
9 737.2-303-2. This determination shall 
be made in advance of any determination 
which may be made in accordance with 
<b) below. 

(b) Determinations, as to whether late 
modifications received from an otherwise 
successful bidder are favorable to the 
Government shall be made only by the 
contracting officer of the activity which 
evaluates the bids, which the prior ap¬ 
proval of Counsel where Counsel is as¬ 
signed to such activity. 

§ 737.2—100 Opening of Bui* and Award 
of Contract. 

g 737.2—104 Rejection of Bid*. 

§ 737.2—101—2 Rejection of Individual 
Rid*. 

*a) Collusive Bids. In accordance with 
the requirements of 9 1.111-2, the con¬ 
tracting officer shall report all bids he 
considers were not independently ar¬ 
rived at in open competition or are 
collusive, or were submitted in bad 
faith. Awards shall not be delayed be¬ 
cause of the reporting requirements pre¬ 
scribed by § 1.111-2, except as otherwise 
deemed necessary or desirable by the 
contracting officer. 

g 737.2—106 Mistake* in Rid*. 

8 737.2-106-3 Other Mistake*. 

(a> Authority to make the adminis¬ 
trative determinations described in 

9 2.406-3(a) (1) Is hereby delegated, 
without power of rcdelegation. to the 
Head of the Contracts Division (as de¬ 
fined in 5 737.1-201 <c>) of each purchas¬ 
ing activity of the Department of the 


Navy having legal counsel available. If 
legal counsel is not available, then the 
determination will be made by the Dep¬ 
uty Commander for Purchasing. Naval 
Supply Systems Command. 

<b> Authority to make the administra¬ 
tive determinations described in 9 2.406- 
3(a) (2), (3), and (4) is hereby dele¬ 
gated. without power of redelegation to 
the following: 

(1) Assistant Commander for Con¬ 
tracts, Naval Facilities Engineering Com¬ 
mand, when arising under invitation for 
construction, maintenance, or repair of 
public works; and 

(2) Deputy Commander for Purchas¬ 
ing. Naval Supply Systems Command, 
when arising under invitations for sup¬ 
plies or services. 

8 737.2—107 Award. 

§ 737.2-107-6 Equal tx>w Rid*. 

See 9 737.1-850(f). 

8 737.2—107—9 Prot€**t* Again*! Award. 

(a) Protests Before Award . Where it is 
known that protest against the making 
of an award has been lodged with the 
Comptroller General (GAO), a determi¬ 
nation to proceed with award under 
I 2.407-81 b) <3) shall be made at the next 
higher level within the purchasing ac¬ 
tivity than the Contracting Officer who U 
to execute the contract. When a Bled 
purchasing activity b notified that a pro¬ 
test against the making of an award has 
been lodged with the Comptroller Gen¬ 
eral, the notice to the Comptroller Gen¬ 
eral of the intent of the purchasing ac¬ 
tivity to make an award under 9 2.407- 
8(b)(3) shall be via the Command, 
Bureau, or Headquarters which advised 
of the protest, and award shall be with¬ 
held until receipt of the advice of the 
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Comptroller General concerning the cur¬ 
rent status of the case. 

(b) Protests After Award. Protests ad¬ 
dressed only to the purchasing activity 
shall be handled In accordance with 
I 2.407-8(a). In such matters field pur¬ 
chasing activities should obtain the 
views of the Systems Command. Bu¬ 
reau or Headquarters having procure¬ 
ment cognizance whenever such action 
Is considered .desirable. When a field 
purchasing activity is notified that a 
protest has been lodged with the Comp¬ 
troller General (GAO), all information 
necessary to reply to the protest shall 
be submitted as promptly as practicable 
to the Systems Command, Bureau or 
Headquarters which forwarded notice 
of the protest. All pertinent records, 
documentation and factual data shall 
be reviewed by cognizant legal counsel 
prior to reply to the Comptroller Gen¬ 
eral. 

§ 737.2—130 Procedure* for Resuming 
Dccidorw From the Comptroller Ccn- 
rm! Prior to Contract Award. 

(a) Except for "mistake in bid" cases 
(see $ 737.2-400-3), contracting officers 
m8y request advance decisions directly 
from the Comptroller General, when nec¬ 
essary for the prompt resolution of legal 
questions as to the award of an advertised 
contract. Examples of questions which 
may be referred to the Comptroller Gen¬ 
eral are those which involve late bids, 
nonconforming bids, and informalities 
in bids. Such requests shall be accom¬ 
panied by all necessary records, exhibits, 
and factual data; shall be reviewed by 
Counsel: and. in the case of field ac¬ 
tivities. shall be submitted via the cog¬ 
nizant procuring activity. A copy of each 
written communication, as well as the 
Comptroller General's reply, shall be fur¬ 
nished to the Chief of Naval Material 
< MAT021). 

(b) The foregoing procedure is not 
authorized (!) where the decision is like¬ 
ly to alter existing procedures or prac¬ 
tices. or (U) where the question is one of 
unusual importance. Questions involving 
either of these two cases shall be re¬ 
ferred through channels to the Chief of 
Naval Material (MAT021) for appropri¬ 
ate action. 

Subpart C—Procurement by Negotiation 

§ 737.3—200 t’.irrninstance* Permitting 
Negotiation*. 

$ 737.3—201 National Emergency, 
g 737.3-^201—50 Memorandum for File. 

(a) General. A memorandum for file 
shall be prepared to justify each procure¬ 
ment negotiated under authority of 10 
U8.C. 2034(a) (1). The memorandum for 
file shall be signed by the contracting 
officer unless the signature of a different 
person is prescribed. Where procure¬ 
ments ’are negotiated under 10 U.8.C. 
2304(a)(1) in furtherance of small busi¬ 
ness. labor surplus, or disaster area pro¬ 
grams, the memorandum for file shall 
Indicate the particular program Involved. 
(For procedures pertaining to labor sur¬ 
plus areas, see Part 1, Subpart H. For 
disaster areas see 9 737.1-850.) 
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<b) Set-Asides for Small Business 
Concerns. 9 1.706-2 prescribes the ne¬ 
gotiation authority to be used for small 
business set-asides. Where conventional 
negotiation has been used to place a con¬ 
tract involving a total set-aside, based 
either upon a joint determination or 
upon a unilateral determination, the 
memorandum for file shall set forth a 
brief Justification for the use of con¬ 
ventional negotiation in lieu of S mall 
Business Restricted Advertising. 

§ 737.3-202 Public Exigency. 

§ 737.3—202—3 Limitation. 

(a) In addition to the circumstances 
authorized in 9 3.202-2, purchase re¬ 
quests citing "Rapid Development Capa¬ 
bility iRDC) " as priority designator, are 
authorized to be negotiated under 10 
UB.C. 2304(a)(2). Contracting Officers 
need only cite this designator as Justifica¬ 
tion in the determination and findings. 
However, purchase requests which do not 
cite (i) issue priority designator 1 
through 6 under the Uniform Material 
Movement and Issue Priority System 
(UMMIPS). or (11) Electronic Warfare 
QRC Priority, or (ill) Rapid Develop¬ 
ment Capability (RDC) Priority, shall 
be scrutinized and fully justified by the 
Contracting Officer prior to utilizing 10 
U.S.C. 2304(a) (2) as authority for 
negotiation. 

(b) In activities to which Counsel are 
assigned, the determination and findings 
required by 9 3.202-3 shall be reviewed 
and approved as to form and legality by 
Counsel. 

(c) Examples of the determination 
and findings required by 9 3.202-3 are set 
forth in Part 30. 

§ 737.3—203 Service* of Educational In¬ 
stitution*. 

§ 737.3-203-3 Limitation. 

See 9 737.1-403-56 concerning approv¬ 
al requirement for civilian employee 
training involving tuition payment. 

§ 737.3—207 Medicine* or Medical Sup¬ 
plies. 

§ 737.3-207-3 Limitation. 

(a) In activities to which Counsel is 
assigned, the determination and findings 
required by ASPR 3-207.3 shall be re¬ 
viewed and approved as to form and le¬ 
gality by Counsel. 

(b) An example of the format of the 
determination and findings required by 
9 3207-3 is set forth in Part 30. 

§ 737.3—208 Supplies PurcUn**ed for Au¬ 
thorised Rebate. 

§ 737.3-208—3 Limitation. 

(a) In activities to which Counsel is 
assigned, the determination and findings 
required by 9 3.208-2 shall be reviewed 
and approved as to form and legality by 
Counsel. 

(b) An example of the determination 
and findings required by ASPR 3-208.3 is 
and findings required by 9 3208-3 is set 
forth below In Part 30. 

§ 737.3—210 Svppliri or Service* for 
Which It I* Impracticable* to Secure 
Competition by Formal Adverting. 


§ 737.3-210-3 Limitation. 

(a> The contracting officer’s deter¬ 
mination and findings, required by 
9 3.210-3 to justify negotiation under 
I 3.210, shall include, directly below the 
date, the Roman numeral representing 
the applicable circumstances listed in 
9 3.210-2. Where none of the examples 
set forth In 9 3.210-2 is applicable, the 
DD Form 350 coding of "26" may be in¬ 
serted to denote "no example." This 
identification is to ensure accurate re¬ 
cording and correct statistical repre¬ 
sentation in the monthly Survey of Pro¬ 
curement Statistics of the Department 
of the Navy (NAVMAT P-4200). 

(b) With respect to basic ordering 
agreements, see 9 737.3-410-2 (c). 

(c) In activities to which Counsel are 
assigned, the D&Fs required by 9 3210-3 
shall be reviewed and approved as to 
form and legality by Counsel. Field pur¬ 
chasing offices without regularly as¬ 
signed local counsel shall arrange with 
Counsel for their procuring activity for 
periodic reviews of such D&F's by Sys¬ 
tems Command of Filed Counsel. See 
5 737.3-306-52(d) (6) for review by Coun¬ 
sel of D&F’s that are submitted for Sec¬ 
retarial approval. 

(d> Examples of the determination 
and findings Justifying use of this au¬ 
thority are set forth in Part 30. 

<e> The following Ls on example of a 
CDF with respect to Basic Ordering 
Agreements (BOAs) for the overhaul, 
repair or modification of existing equip¬ 
ment under this authority: 

CDF No._ 

Dztzumination akct Finding*—Authority 
to Nsgotxatk Class or ConmAcrs 

Upon the bools of the following findings 
and determination, which I hereby make as 
|insert Utio of official) the proposed clas?*s 
of contracts described below may be negoti¬ 
ated without formal advertising pursuant to 
the authority of 10 UJS.C. 2301(a) (10). 

FINDINGS 

1. The classes of oontracts proposod (or¬ 
ders Issued under Basic Ordering Agree¬ 
ments) will be for services and materials 

consisting of: 

(a) (I) Change kits, together with installa¬ 
tion Instructions, its required to retrofit 
changes in aircraft, including related equip¬ 
ment installed therein (excepting such 
equipment as has been procured by the 
Oorernment from sources other than the air¬ 
frame manufacturer), hereinafter called 
“related equipment**: (il) engineering, pro¬ 
totyping and testing of such changes; and 
(III) technical manual changes or revisions, 
or new technical manuals, as required Inci¬ 
dent to such chancers. 

(b) (1) Change kits, together with instal¬ 
lation Instructions, for contractor-furnished 
ground support equipment, and new Items of 
ground support equipment, as required Inci¬ 
dent to aircraft changes referred in subpara¬ 
graph (a) above (excepting such equipment 
as has been procured by the Government 
from sources other than the airframe manu¬ 
facturer) and <U) technical manual changes 
or revLdona, or new technical manuals, cover¬ 
ing ground support equipment, as required 
Incident to such changes. 

(c) Changes or revisions, other than those 
referred to in subparagraphs (a) and (b) 
above, to existing technical manuals cover¬ 
ing out-of-production aircraft and related 
equipment delivered by the contractor, as re- 
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qHired to provide up-to-date information on 
operation and maintenance of such aircraft 
and equipment. For purposes of the change* 
and revisions covered In this subparagraph 

(c). aircraft and related equipment shall be 
considered out-of-productlon at such time as 
the last publication, or change or revision 
thereto, has been delivered under the produc¬ 
tion contract for such aircraft and equip¬ 
ment. 

(d) Change kite, consisting of selected 
ports, materials, additional training units, 
graphic aids, data, maintenance training 
parts and services consisting of instructor 
updating or refresher training and contrac¬ 
tor technical assistance on site for set-up and 
checkout of the change material for mainte¬ 
nance, operational and weapon system train¬ 
ers. as required Incident to aircraft changes 
referred to In subparagraph (a) above (ex¬ 
cepting such equipment os has been procured 
by the Government from sources other than 
the airframe manufacturer). 

(e) (I) Change kits, together with instal¬ 
lation instructions, for contra* tor-furniahed 
spares and repair parts and new Items of 
spares and repair parts, as required Incident 
to aircraft changes referred to In subpara¬ 
graph (a) above (excepting such equipment 
as hsa been procured by the Government 
from sources other than the airframe manu¬ 
facturer); and (II) technical manual changes 
or revisions, or new technical manuals, cover¬ 
ing spares and repairs parts, os required inci¬ 
dent to such changes. 

2. Orders within the scope of this Clans 
Determination and Findings will Include tho 
furnishing of all parts, components, and 
documentation necessary to make changes to 
delivered aircraft. Including their related 
equipment, their ground support equipment, 
and the affected spares therefor, and the In¬ 
stallation instructions will present by text 
and Illustration of such kits by Government 
personnel: however, such orders will lndudo 
the furnishing of only such parts, compo¬ 
nents, and documentation as are necessary 
thorefor. The work to be performed under 
each basic ordering agreement will relate 
only to previously produced aircraft and re¬ 
lated equipment and documentation; It will 
not luclude any research and development 
effort, nor will It Include the furnishing of 
any parts, components, subassemblies, or 
materials which are not an Integral part of 
tho work described above. 

3. Changes and developments in the design, 
equipment, or outfitting of military aircraft 
are required on a continuing basis In order 
to improve safety, combat readiness, and 
general capabilities. Such changes and 
developments most frequently occur after 
partial delivery of aircraft and at a point in 
production where it la no longer practicable 
to Incorporate them In production In some 
of tho aircraft remaining to be delivered; and 
they may occur after the aircraft model Is out 
of production. Accordingly, the proposed 
basic ordering agreements will be utilized to 
make aircraft of a particular model substan¬ 
tially identical In configuration, and to pro¬ 
vide delivered aircraft with the latest changes 
and developments. Publication*! furnished by 
Up contractor also require modification in a 
timely manner In order to reflect changes and 
developments made In the aircraft, Its related 
equipment, and tta ground support equip¬ 
ment. and to provide new and improved op¬ 
erational and maintenance techniques, 

4. The classes pf contracts proposed are to 
be negotiated with the Arms listed below and 
will relate solely to the specific aircraft Indi¬ 
cated. including their related equipment, 
their ground support equipment, and the 
affected spares therefor. These firms are the 
designers, developers, and sole manufacturer* 
of the respective aircraft. These Items are 
complex, technical, and specialized, and a 
thorough knowledge of their design, produc¬ 


tion. and assembly Is essential in order that 
the various categories of work described 
above may be timely performed. Such knowl¬ 
edge with respect to these aircraft Is unique 
.to the contractors listed below; no other 
contractors have the requisite knowledge of 
and familiarity with these highly technical 
Items to accomplish within the necessary 
time frame the work that has to be done. In 
the case or related equipment and ground 
support equipment involved In orders within 
the scope of this Class Determination and 
Findings, although the airframe manufac¬ 
turer concerned may have subcontracted 
large portions of design, development, and 
manufacture to subcontractors, it is neces¬ 
sary. finer the airframe manufacturer retains 
overall design control, that orders for the 
work involved be placed with him so as to 
permit him to maintain the compatibility of 
the related equipment and gtound support 
equipment with the airframe. Because it la 
Impracticable to secure competition in these 
classes of procurements, the use of negotia¬ 
tion and not formal advertising la Justified. 


Contractor 

81koraky.. 

Lockheed- 

Marletta. 

Lockhecd- 

Burbank. 

Douglas__ 

North American- 
Col umbus. 

North American- 
Los Angeles. 

Bell Aerospace 
Corp. 

General 

Dynamics. 

Katnan_ 

Grumman_ 


Boeing- 

Ltng-Temco- 

Vought. 

McDonnell_ 


Aircraft 

SH RH/VH-3 Scries; CH- 
53 and UH-34 Series 
C-130, KC 130 and LC- 
130 Series 
P-3 and P-2 Scries 

A-I. A-3. A-4 and TA-4 
Series 

RA-5. T-2 and OV-IO 
Series 
T-39 Series 

H/UH/TH-1 Series 

F-lll Series 

H/UH-2 Series 
F-0. F-ll, EA 6B, A-S. 
E-2. 3 2 and B-1B 

Scrtefl 

CH -46 Scries 
A-7 and F-8 Series 

YF/F/HF-4 Scries 


nrmxitNATioN 

The proposed classes of contracts are for 
property and services for which it Is imprac¬ 
ticable to obtain competition. This Class De¬ 
termination and Finding* shall be effective 
from date of execution through (insert ex¬ 
piration date). 

CONDITION or USX 

The authority of this Class Determination 
and Findings shall be used only when the 
person placing an Individual order certifies, 
in writing, at the time of placing such order, 
that U in for property or services authorized 
by this Class Determination and Findings. 

Date... 

(xxvi) 


§737.3*21) Experimental. Develop¬ 
mental or Research Work. 

§737.3—211*3 Limitation. 

(a) The Findings part of any DLd* 
under this negotiation authority shall 
include sufficiently detailed description 
of the work involved so that it will 
readily hppear, describe which category 
of research and development, as defined 
in $ 4.101 (a>. the proposed contract is to 
cover. Additionally, the Determination 
part of the DltF shall be cast so as to 
Identify that particular type of research 
and development work (ejg., ‘The pro¬ 
posed contract Is for exploratory de¬ 


velopment work os defined in |4 101 <a) 
The term “research and develop¬ 
ment.” as defined in 1 4.101<a». does not 
cover Category (7) “Operational System 
Development” and Category (8) “Man¬ 
agement and Support.” In a particular 
case however, and under exceptional cir¬ 
cumstances. the facts may be such that 
Categories (7) and (8) of M.101<&> 
would involve a procurement within the 
meaning of research and development 
Therefore, contracting officers must be 
assured, when Categories (7) and <8 j are 
involved, that the procurement falls 
under research nnd development defini¬ 
tion prior to utilizing 10 U.S.C. 2304<a> 
(11) as negotiation authority, 

<b> Requirements for Counsel review 
of Secretarial D&Fs shall be in accord¬ 
ance with 3 737.3-306-52(d> (6). In ac¬ 
tivities to which Counsel is assigned, con¬ 
tracting officer DiiF shall be reviewed 
and approved as to form and legality 
by Counsel. 

(c) Example of the determination and 
findings justifying use of this authority 
is set forth in Part 30. 

§ 737.3—212 Clarified Purrlia^. 

§ 737.3—212—3 (.imitation. 

See Part 30 for Instructions pertaining 
to the form of determinations ami 
findings. 

§ 737.3—213 Technical Equip metil In¬ 
quiring Standardization and Inter- 
changeability of Port*. 

§ 737.3—213—3 Limitation. 

Sec Part 30 for instructions pertaining 
to the form of determinations and 
findings. 

§ 737.3—21 1 Technical or Specialized 
Supplier Requiring .Substantial Ini¬ 
tial Investment or Extended Period 
of Preparation for 31a nil far I lire. 

§ 737.3—211—3 Limitation. 

See Part 30 for instructions pertaining 
to the form of determinations and 
findings. 

§ 737.3—215 Negotiation After Advertis¬ 
ing- 

§ 737.3-215—2 Limitation. 

See Part 30 for Instructions pertaining 
to the form of determinations and 
findings. 

§ 737.3-216 Purchases in the Intrre»l of 
National Defence or IndtiMrial Mobil¬ 
ization. 

§ 737.3—216—3 Limitation. 

8ee Part 30 for instructions pertaining 
to the form of determinations and 
findings. 

§ 737.3-2(7 Otherwise Authorized by 
law. 

For small business set-asides see 
i 737.3-201-50 (b). 

§ 737.3-217—2 Application. 

10 U.S.C. 2304(a) (17) preserves the 
authority to negotiate contracts when 
negotiation is authorized by law other 
than 10 U.Q.C. 2301 ct scq. Contracts may 
be negotiated under this authority only 
with the prior written approval of the 
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Chief of Naval Material (MAT 02) except 
that such approval is not required in the 
following cases: 

(a) Architectural and Engineering 
services under 10 U.S.C. 7212. 

(b) Transportation Service by com¬ 
mon carrier under 49 U.S.C. 65. 

(c) Training of Civilian Employees 
under 5 U.8.C. 2308. 

Contracts so negotiated shall also cite 
the applicable authorizing statute. For 
example: Negotiated contracts resulting 
from joint determinations of total or 
partial small business set-asides shall 
cite 10 U.S.C. 2301(a) (17) and Section 
15 of the Srqall Business Act: Negotiated 
contracts for Architectural and Engi¬ 
neering Sendees shall cite 10 U.S.C. 2304 
(a) (17) and 10 U.S.C. 7212. Requests for 
authority to cite 10 U.S.C. 2304(a) (17) 
as the authority to negotiate in in¬ 
stances other than those noted above 
shall be submitted to the Chief of Naval 
Material (MAT 023) on the form “Re¬ 
quest for Authority to Negotiate ‘NAV 
EXos 2759 >" generally following the pro¬ 
cedures in 5737.3-306-52 except that 
Secretarial authority will not be 
required. 

g 737.3-300 Drlermioalioiift and find¬ 
ing*. 

g 737.3—303 Determination* and Find¬ 
ing* by a Contrai ling Officer. 

(a) Determination and Findings. Sec 
Part 30 for guidance in the preparation 
of determinations and findings. 

<b) Memorandum for File. See i 737.3- 
201-50. 

(c) Certification by Oripinaior of 
Purchase Request. Contracting officers 
are authorized to make determinations 
and findings with respect to individual 
purchases and contracts as set forth in 
§ 3303. Each Navy procuring activity 
shall establish procedures whereby 
the individual submitting the purchase 
request (requisition or other request 
form upon which the determination to 
negotiate is based) will certify to the 
accuracy of the facts and representa¬ 
tions contained in such request: except 
that such certifications arc not required 
In procurements citing authority of 10 
U.S.C. 2304(a) (3), (5). (6). (7). (8). 
and (9). When (1) a purchase request 
(requisition or other request form upon 
which the determination to negotiate U 
based) cites Procurement Method Code 
(PMC) 3. 4. or 5 in accordance with 
N A VM ATTN ST 4200.33A: (2) certifica¬ 
tion of facts would be required by the 
preceding sentence: and (3) the con¬ 
tracting officer has determined to nego¬ 
tiate a contract, then the contract Ale 
shall contain a statement signed by the 
contracting officer in lieu of the fore¬ 
going certiftcatlon that the PMC data 
arc accurate and current. These certifi¬ 
cations and statements shall be retained 
in the contract file of the procuring ac¬ 
tivity concerned in those instances 
where the procurement docs not require 
a Chief of Naval Material business clear¬ 
ance. Where a Chief of Naval Material 
business clearance is required, a copy of 
the determinations and findings with the 
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certification or statement thereon, shall 
be furnished with the pro- negotiation 
clearance required by f 737.1-403-51 <b>. 
The Chtef of Naval Material will, from 
time to time, conduct such reviews of 
procedures and records as appropriate 
to assure full compliance with this para¬ 
graph <c>. 

g 737.3—305 Forms of Dctemunnitotift 
and Finding*., 

§ 737.3-305-50 General. 

(a) Format. The customary and ap¬ 
proved form of a determination and 
findings (D&F) contains a title or 
heading, a D&F number and Systems 
Command or activity identification (or 
other identifying number such as 
procurement request number), an open¬ 
ing statement of authorization, a series 
of numbered findings under the subheau 
“Findings, 0 one or more determinations 
(depending on the specific exception used 
and on the facts of the particular case) 
under the subhead “Determination <s), M 
and places for date of signature and sig¬ 
nature. Determinations and findings by 
a contracting officer may be wTitten on 
Standard Form 1036 or on a separate 
sheet of paper. Determinations and find¬ 
ings requiring approval of the Secretary 
of the Navy shall be prepared on a sep¬ 
arate sheet of paper. Determinations and 
findings shall be in proper form, neat 
and free of grammatical, spelling and 
typographical errors. 

(b) Heading. The following wording 
of a typical heading to a D&F for an in¬ 
dividual contract Is approved: 

mrmMrNATioTi akd nnorwaa 

Authority To Negotiate Individual Contract 

for Experimental. Developmental, or Re¬ 
search Work 

In a D&F for a class of contractu, the word* 
“Class of Con tracts'* would replace the words 
“Individual Contract/ 4 It is desirable to indi¬ 
cate in the heading the precise negotiation 
authority covered by the D&F. A* a general 
rule the bottom line of this heading would 
set forth, alter the word “for,“ the title of 
the applicable paragraph of Fart 3, Sub- 
part R, 

(o) Numbering. At the top right-hand 
corner of each D&F there should appear an 
Identifying number or numbers. For pur¬ 
poses of administrative simplicity. It is sug¬ 
gested that D&F*a (1) signed by a contracting 
officer or head of a procuring activity bear 
the same number as the procurement re¬ 
quest. requisition or contract, or. (11) signed 
by the Secretary be numbered by the origi¬ 
nating activity In a simple numerical system 
which may bear a suffix of tho originator’s 
accounting number and/or the oontract 
number to which the D&F applies. It la sug¬ 
gested that when numbering D&F*s requiring 
approval by the Secretary no distinction be 
made between the numbering of D&F’s and 
CD&F's (Class Determination and Findings). 

(d) Scope of D&F. In general. It Is desirable 
to confine each D&F to a single page, to set 
forth the four or five necessary findings as 
briefly as possible, and to confine them to 
only those f*c\f which are necesAry and 
relevant to support the one or more deter¬ 
minations being made. With respect to the 
determination or determinations, it is im¬ 
portant to set forth only that one (or those) 
which are responsive to the various findings, 
and necessarily to confine them to the re¬ 
quirements and the particular language set 
forth under the applicable exception In the 


Act; further in this connection, it Is impor¬ 
tant to guard against a determination in the 
alternative and to use cumulative language 
only when more than one determination is in 
fact supported by the findings (for example, 
under 10 UJ5.C. 2304(a) (14). “substantial 
initial investment*' and '‘extended period of 
preparation for manufacture"). Each D&F 
or CD&F for authority to negotiate shall 
clearly Indicate that the use of formal ad¬ 
vertising would be Impracticable and the 
reasons therefor. 

§ 737.3—306 Procedure With Respect to 
Determinations and Finding*. 

§ 737.3-306-50 Definitions of Terms. 

As used in tills NDP. 

(a) “ Determination and Findings'* 
(D&F) means the document signed by 
the Secretary, Head of a Procuring 
Activity, or a contracting officer, which 
justifies negotiation of nn individual 
contract or procurement (see 5 3.301); 

(b) "Class Determination and Find¬ 
ings” (CDF) means* the document 
signed by the Secretary, which justifies 
negotiation of a class of contracts or 
procurements; 

<c> "Requests for Authority to Nego¬ 
tiated^ or "RAN” (NAVEXOS Form 
2759) is the memorandum transmitting 
the D&F or CDF to the Secretary via 
the Chief of Naval Material (MAT 023). 
This memorandum contains detailed 
factual information explaining the nec¬ 
essity for procuring supplies or services 
by negotiation rather than by formal 
advertising and includes supporting 
documents and information required by 
this NPD: 

<d> "Advance Procurement Flan " or 
°APP° means the long-range advance 
plan prepared as required by 1737.1- 
2100 and forwarded to the Chief of 
Naval Material for review and approval; 
and 

(e> “ Negotiation Exception” and 

“ EXCEPTION " refer to the authority to 
negotiate in subparagraphs of 10 U.S.C. 
2304(a) as described in | 3.201 through 
5 3.217. 

§ 7373-306-51 Submission of “Koqtiwl 
for Authority to Negotiate** fur In¬ 
dividual I'urcluiftr or Contract. 

(a) Except as provided In 5 737.3-306- 
51(b>, the “Request for Authority to 
Negotiate 0 (NAVEXOS Form 2759) will 
be used to request authority to negotiate 
an individual purchase or contract when 
a Determination and Findings by the 
Secretary is required by 5 3.302. An 
original and two good, legible copies of 
the RAN. numbered in accordance with 
instructions set forth In I 737.1-403-63. 
and of the D&F proposed for signature of 
the Secretary shall be submitted to the 
Chief of Naval Material (MAT 023) <tho 
D&F shall be prepared in proper form, 
neat and free of grammatical, spellin:; 
and typographical errors). The original 
(ribbon copy) of the RAN. when ap¬ 
proved. and the signed D&F will be re¬ 
turned by the Chief of Nava l Material. 
(Where negotiation EXCEPTIONS (ID 
or (13) under 5 3.302 (D or (ill) are 
cited, an original and three copies each 
of the RAN and the D&F shall be sub¬ 
mitted to the Chief of Naval Material 
(MAT 023) J 
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(b) If an APP (Advance Procurement 
Plan) has been approved, as provided in 
0 737.1-2100, U may be used as the Justi¬ 
fication to support an individual pro¬ 
curement or a class of procurements as 
applicable. When the APP is used as the 
Justification, the RAN <K£VEX08 Form 
2759) should be utilized as the transmit¬ 
tal document for such APP and the ac¬ 
companying D4iF or CDF. The RAN 
should include: 

(1) Any information necessary to up¬ 
date the APP and 

(2) any information required by this 
0 737.3-306 not previously furnished in 
the APP. All blocks including signature 
blocks, on the RAN should be completed. 

§ 737*3-306-32 Prcpnrntion of RAN— 
NAVEXOS Form 2759. 

The determination to formally adver¬ 
tise or to negotiate is governed by the 
specific facts in a proposed procurement. 
(See 0 737.3-306-52(c) for RAN’s on 
Classes of items.) When the decision is 
to negotiate and Secretarial authority is 
required, the RAN will set forth the basic 
facts in the following manner: 

(a) Description of Item or Services to 
be Procured. 8o that it is clear to a non¬ 
technical reader what is being procured, 
a brief general description is required, in 
addition to the customary military no¬ 
menclature: also, a statement of the gen¬ 
eral application and particular signifi¬ 
cance or specialized character is required. 
Though the description should avoid un¬ 
necessary technical details, it should 
cover in precise form all supplies or serv¬ 
ices being procured including the esti¬ 
mated value and the approximate numbe 
of items. 

(b) Justification. The RAN must con¬ 
tain facts—not Just conclusions—that 
(1) clearly and convincingly establish 
that the use of forma* advertising would 
not be practicable and (2) suptxirt the 
proposed Determination and Findings. 
Detailed information requirements to be 
included In the Justification, where ap¬ 
plicable. are set forth in subparagraphs 
(1) through <101, the subject groupings 
of which are recited below. See 0 737.3- 
306-56 for sample format of RAN’s for 
exceptions (11 > through (16). 

1. Procurement plan 

2. Advance planning coordination 

3. Selection of prospective contractors for 

negotiation 

4 Technical data requirement* 

5. Evaluation and conformance with apeci- 

mutton* 

6. Type of oontract 

7. Synopsis of proposed procurement 

8. Government facilities 

8. Additional Information for aU exception! 
10. Additional Information for specific nego¬ 
tiation exception* 

(1) PROCUREMENT PLAN—Describe the 
procurement plan and proposed method or 
award. The following are examples of such * 
description; (I) (where a number of named 
contractor* ore to be solicited for an RAD 
Job) "Technical proposals wlU be solicited 
from the above-named Arms after a confer¬ 
ence on the objectives to be reached. Selec¬ 
tion of the Arm to perform the work will be 
on tho basis of technical competence for the 
particular research and development work/*; 
(U) (in the case of a competitive production 
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Item) "Award will be made to the respon¬ 
sive, responsible supplier offer trig the best 

price." 

The plan spcclAcally shall Include: 

a. The planned or estimated time to be 
allowed contractors to submit proposalo; 

b. An explanation of tho urgency. If any. 
of the requirement. Including the origin of 
the urgency representations, when lead time 
la cited as a bools roc restriction of compe¬ 
tition (such as dolay In the procurement 
through use of formal advertising, etc.); 

c The basis for establishing the delivery 
requirements; and 

d. Tho circumstances should be eta ted 
when the procurement requirement is the 
result of termination cr other unusual ac¬ 
tion on a prior contract. 

(2) ADVANCE PLANNING COORDINA¬ 
TION—In presenting information with re¬ 
spect to the procurement plan under (1). 
refer to any advance planning information 
previously prepared or furnished together 
with . information with respect to any 
change(s) proposed in the present RAN 
which represents a departure or modifica¬ 
tion of prior procurement plans. 

(3) 8EI ECTION OP PROSPECTIVE CON¬ 
TRACTORS FOR NEGOTIATION—Include 
an analysis of possihie sources, indicating 
the following: 

a. Extent of competition available; iden¬ 
tity and location of Arms to he solicited; tho 
size cI omIA cation of each concern to be so¬ 
licited shall be indicated by the symbol (8) 
for small business, (L) for large businew and 
(NP) for nonproQt or educational; and 
whether it is located In a labor surplus area; 

b. Where appropriate, the caliber of tech¬ 
nical or scientific personnel to be employed 
on the work; 

c. A brief description of the method of 
evaluation used In selecting a contractor 
when the selection is based on technical 
skills, ability to produce, available capacity, 
or similar factors (this Is particularly impor¬ 
tant when such evaluations result in a re¬ 
duction in the number of Arms to receive 
RPP’s); 

d. The 'exclusion of apparently qualified 
Arms must be briefly and clearly explained 
(statements that the "XYZ Company is con¬ 
sidered best qualified" or "no other sources 
are considered qualified" should be thor¬ 
oughly supported In the justification pre¬ 
sented); 

<. The circumstances surrounding the pro¬ 
prietary position of a contractor, 

/. The basis for representation as to advan¬ 
tageous lead time position of the selected 
contractor. Including stage reached in the 
development or production of the ltem(s) 
(such as what production run) and the rela¬ 
tion to the proposed procurement of any 
prior experience (such os RAD or the fur¬ 
nishing of prototype); 

0. For follow-ou contracts proposed for 
award on a single source bail*, tho method 
of original selection, of contractor should be 
identified, is., competition, design competi¬ 
tion. or technical competition. 

(4) TECHNICAL DATA REQUIREMENTS— 
Where the absence of necessary technical 
data ts a factor In contractor selection, the 
acquisition of technical data under the pro¬ 
posed procurement is basic to obtaining com¬ 
petition on future procurements (unless 
such data is already a requirement under 
another procurement). See NAVMAT In¬ 
struction 4000.16A. Each RAN shall stole; 

«. The procuring activity's time schedule 
to obtain, prepare, and issue technical data 
for purpose* of obtaining competition; 

b. The specific nature of technical data to 
be acquired. Indicating the type and class of 
drawings, as defined in Specification MIL- 
D-70327 and MIL-8TD-7, and including a 
reason for deviation if the drawings to be 
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acquired do not fully comply with this 
specification; 

c. The technical data to be required by the 
contract, or required by an existing con¬ 
tract. the delivery schedule for such data and 
for revisions; 

cl. Whether the technical data will be ade¬ 
quate for competitive procurement and when 
evaluation thereof is expected to be com¬ 
pleted; 

c. If the technical data will not be ade¬ 
quate for competitive procurement, in a full 
explanation stole why data adequate for 
competition is not being procured and when 
It Is oxpccted that data adequate to obtain 
competition will be secured, evaluated, and 
made available for Issue, and 

/. If the technical data, though adequate 
for competitive procurement, will not be 
available in time for the next procurement of 
the ltem(s) concerned, an explanation as to 
why It is not feasible to effect dettvery and 
evaluation of the data In time to permit 
their use for competitive procurement on 
the next buy, lac hiding Information as to 
any delinquency in contract performance 
with respect to such data, 

(6) EVALUATION AND CONFORMANCE 
WITH SPECIFICATIONS—Where service 
evaluation requirements ore operative for the 
procurement under consider a tton, the RAN 
shall present tho following, where applicable: 

a. Status and results of service tenting 
of the equipment. If tests have not yet been 
made. Information os to why not and oi 
to when such tests will be commenced and 
completed; 

b. Where technical evaluation or opera¬ 
tional evaluation by the Navy Operational 
Teat and Evaluation Force has been com¬ 
pleted, Information as to whether equipment 
to be procured meets the operational 
specifications; 

c. If the equipment to be procured does 
not meet the operational specification. In¬ 
formation os to what waivers or deviations 
are being granted, why, and the source of 
approval of such waivers or deviations, with 
Identification of tho approving document(a); 
and 

d. In the case of Requests for Authority 
to Negotiate under Exception (14). Included 
In this paragraph (Instead of under the 
"Baxtv of urgency representation." (10)d(l) 
below) information an to whether the pro¬ 
curement covers property being acquired In 
advance of approval for service use, and one 
of the following: 

(1) A statement that, pursuant to 
OPNAVINQT 4720 j 9B of 13 February 1963. 
the Item(s) concerned require (a) only tech¬ 
nical evaluation and that no further CNO 
approval Is required; 

(it) A reference to CNO approval Tor service 
use: or 

(ill) A reference to CNO authorisation to 
procure in advance of CNO approval for serv¬ 
ice use. (In this case a copy of the related 
waiver of prior CNO approval for service use 
should be attached to the RAN ) 

(6) TYPE OF CONTRACT—RAN’a should 
specify the type of contract tentatively con¬ 
templated and. where a cost, CPFF, CPIF. of 
rede terminable Axed price type contract ts 
being considered, a statement shall be In¬ 
cluded as to (!) the reason- for selection of 
such type of contract, and (11) plans for use 
of a more advanced type of contract (fe , 
Armed Axed price or fixed price Incentive) on 
any continuing portion of tho program 
(Where a Arm Axed price or Axed price in¬ 
centive type oontract Is contemplated on the 
current procurement, a brief statement to 
that effect Is sufficient except that where the 
bases for selection of a fixed price Incentive 
over a Arm Axed price ore not readily ap¬ 
parent the intention to use on incentive type 
contract should be explained). 
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17) SYNOPSIS OP PROPOSED PROCURE- 
MENT8—Where the proposed procurement 
will not be publicized, a brief statement of 
explanation Ahull be Included with reference 
to the specific basin for exemption under 
I 1.1003-1. 

(8) GOVERNMENT PACTLITTES—The Re¬ 
quest shall Indicate the type and estimated 
amounts of additional Government facilities, 
materials, equipment, special tooling, serv¬ 
ices. or property of any type to be furnished 
•the contractor, such as Government-fur¬ 
nished materials to be Incorporated Into end- 
items or product*, uco of existing Govern¬ 
ment land, building or equipment, construc¬ 
tion such as civil or public works or other 
Incidental construction, modification, altera¬ 
tion, rearrangement or Improvement of Gov¬ 
ernment or contractor facilities, construc¬ 
tion or Installation of nonseverablee. and 
Government-furnished services of any type. 
If facilities requirement* or amounts cannot 
be precisely determined, so state and Include 
known facta. If a facilities contract li In¬ 
volved or If a facilities business clearance 
memorandum was furnished the Chief of 
Naval Material pursuant to 1797.1-408-61 
(b) (2)a(xm). reference should be made to 
such documents. 

(0) ADDITIONAL INFORMATION FOR 
ALL EXCEPTIONS—Justifications for nego¬ 
tiation shall Include: 

a. The estimated cost of the proposed pro¬ 
curement. how obtained, and a brief descrip¬ 
tion of the basis on which the estimated cost 
of the procurement was derived; 

b. A description of the content of the RFP 
relating to the range of etepladder quanti¬ 
ties. if applicable, and; 

c. Where procurement* Involve electronic 
equipment requiring radio frequency ap¬ 
proval. n statement that the frequency allo¬ 
cation ho* been approved by the Director, 
Naval Communications, la accordance with 
OPNAVIN8T 2410HE 

(10) ADDITIONAL INFORMATION TO BE 
FURNISHED POR SPECIFIC NEGOTIATION 
EXCEPTIONS. 

a. When EXCEPTION (It) 1* proposed for 
use. include the following where applicable: 
(Also see NAVMATINST 390QUA of 6 July 
1967 for reqtiirmenta for RDTAE brief) 

(I) RAD la frequently related to other pre¬ 
vious or concurrent contract*. In such case*, 
a brief discussion of the accomplishment* 
leading to. or the reason for. the proposed 
procurement and the specific objectives 
thereof; 

(11) A statement a* to whether the project 
(or program) has been coordinated with the 
Director of Defence Research A Engineering 
with the other Military Department*, with 
other Federal agencies, or with other Navy 
agencies who have an interest In tho same 
or similar RAD fields. If Joint project, iden¬ 
tify the Military Department*, other Federal 
agencies, and other Navy agencies Involved 
and indicate the participation of each and 
the source of the current funding—whether 
tho funds are Navy fund*, those of another 
agency or spilt, giving dollar amounts of cur¬ 
rent funding In each case. The specific Iden¬ 
tifying project number and line items In 
the Navy RAD Program; 

(111) An estimate of future program coat* 
not covered by the proposed DAP. when avail¬ 
able from present procurement planning 
information; 

(Iv) Information as to whether a Tech¬ 
nical Development Plan is required and if 
so. whether CNO approval for such plan* ho* 
been obtained. Reference to any such ap¬ 
proval should be cited. 

<v) Information as to whether advance 
notice of the Government** Interest In the 
particular RAD field was published in accord¬ 
ance with I 1.1003 -2; 

(vi) Where no small business U to be 
solicited for RAD. a statement setting forth 
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the. reasons for not soliciting small business; 

(vll) Information as to whether the Item 
to be developed, or the knowledge gained in 
it* development, may have potential com¬ 
mercial application (a). 

(vlil) In order to establish a basis for deci¬ 
sions as to type of con tract (s) to be used 
(aee f 3.403(b)). the specific category of RAD 
work to be procured shall be Identified. The 
category shall bo one of thoee listed In 
f 4.201 (a). 

b. When using EXCEPTION (J2). the RAN 
shall contain sufficient Information about tho 
Item being procured In order to identify tho 
characteristics warranting a security classifi¬ 
cation. The simple statement that an item is 
classified la not sufficient. The nature of the 
security requirement should be Identified in 
unclaimed language to amplify what will be 
revealed by data Included In the Invitation, 
such as “operating depth of submarines,** 
* noise characteristics of tho equipment.*' or 
"operating radius," etc. 

c. RAN's based on standardization under 
Exception (13) shall cleurly identify the 
benefits of such action, In accordance with 
tho criteria under I 3.213. stating the extent 
of the coordination accomplished within tho 
Navy, other Military Departments and the 
Department of Defense. 

d. When EXCEPTION (14) is proposed for 
use. the RAN shall contain the following 
additional information on a sheet attached 
to Form NAVEXOS 2759: 

(I) An affirmative statement of the tech¬ 
nical and specialized nature of the item; 

(II) If urgency Is the basis for negotiation 
(see i 737.3~$0«-52(b)(l)<b), positive verifi¬ 
cation of delivery needs Is required (eg . in¬ 
clude a list of ships and/or activity installa¬ 
tion and dates of delivery required). If 
procurement Is for property In advance of 
approval for service use. CNO waiver should 
be referenced and a copy attached (see 5(d) 
above); 

(III) Relation of the proposed procurement 
to any prior experience of the firm recom¬ 
mended. such as RAD or furnishing of proto¬ 
types. Include contract reference*, estimated 
costs and list all previous RAD and produc¬ 
tion contract* for the item Including appli¬ 
cable values of the contracts, and the num¬ 
ber of units, unit price*, and aggregate values 
of production contract* and RAN or Bustnes* 
Clearance Numbers; 

(Iv) Stage reached In the development or 
production (such a* what production run) 
and any additional circumstance* Justifying 
the advantageous lead time position of the 
proposed contractor. State minimum produc¬ 
tion lead time for such contractor (a); 

(v) Information establishing that the lead 
time for a firm other than tho firm (a) recom¬ 
mended would unduly delay procurement. 
Show lead time for other firms with a break¬ 
down in the following manner: 

(A) Design and engineering; 

(B) Manufacture or preproduction unit; 

(C) Test and evaluation; 

(D) Acquisition of material*. Including 
tooling, and manufacture of Am production 
equipment; 

(vl) If duplication of investment by the 
Government is applicable, the type and value 
of the substantial Investment shall be out¬ 
lined. Including any Government-furnished 
tooling and faculties; 

(vil) The date the requirement orig¬ 
inated or was received by the Navy requiring 
activity; 

(vlU) The date the Purchase Request wo* 
received in the contract division, purchasing 
division, or equivalent, of the contracting 
activity; 

(lx) The date when funds were made 
available or are scheduled to be mado avail¬ 
able; 

(x) A statement as to whether the pro¬ 
curement represents all quantities for which 


requirements are known, and funds, In whole 
or In part, are available. (Where require¬ 
ments exist but the material purchased is 
to be delayed or ordered in increments due 
to ihe nonavailabUity of fund*, the purchas¬ 
ing plan far the enure requirement shall be 
furnished. Including a schedule covering the 
release of fund* The activity curtailing the 
use of such funds will be Identified ); 

(xl) A statement as to whether subsequent 
purchases of the same or similar equipment 
are planned, together with a statement a* to 
the Impracticability of consolidation of a 
portion of the current procurement with the 
subsequent procurement tn the interest of 
broader competition. 

e When forwarding a DAF under EXCEP¬ 
TION (16)>requeating Secretarial approval to 
negotiate on the grounds that hid prices 
received from formal advertising arc unrea¬ 
sonable or were not Independently reached in 
open competition, the following information 
-shall be furnished In the Form 2769; 

(I) IPB number and date; 

(II) Number of firms furnished IFB's and 
number which responded. Including a list of 
the firms and respective bid* submitted; 

(iU) Tho procuring activity's original esti¬ 
mate or coats and basis for this estimate 
leading to an affirmative showing of the 
excessive nature of bid or bids received; 

(iv) In tho Procurement Plan, list the 
firms to be solicited. 

/. In for wardin g the second DAF required 
under EXCEPTION (16) for secretarial ap¬ 
proval. with regard to the particular contract 
being negotiated, the following shall bo in¬ 
cluded In the Form 2759: 

(I) Reference to the previous DAF and 
date of Secretarial approval; 

(II) Facts pertinent to the rejection of all 
bids, prior notice of intention to negotiate, 
and each responsible bidder given opportu¬ 
nity to negotiate In accordance with previous 
DAF; 

(til) List applicable firms and proposals 
submitted on bools of Request for Proposal; 

(Iv) Show conclusively that final nego¬ 
tiated price is lower than all other prices 
offered on negotiated basts and ts lower than 
all rejected prices on advertised procurement. 

ff. If EXCEPTION (18) is cited as negotia¬ 
tion authority, the following additional m- 
formation shall be included; 

(I) An affirmative statement of the tech¬ 
nical and specialized nature of the Item; 

(II) statement of the current annual re¬ 
quirement and prospective needs for the 
Item: 

(III) Procurement history of the item. In¬ 
cluding firms which have produced the item 
and a statement of the complexity and rea¬ 
sons for lack of sources; 

(iv) If for maintenance of an existing 
-mobilisation base, show that the flrm(s) 
will lose capability of producing Jhe Item 
la the time required under projected mobil¬ 
ization planning if not awarded contract is). 
If item Is on the Navy Industrial Reading 
Planning Program, show established data 
and indicate time involved to reacquire loot 
skill*; 

(v) If for establishment of a new source, 
Indicate hazards of relying on present 
source (a) and the time required to acquire 
skills and the capacity necessary to produce. 
Explain selection of new source If award l* to 
be proprietary, or If competitive, the reason* 
for choice of firms to be solicited. Also, rea¬ 
son* should be stated for exclusion of any 
apparently qualified sources, if applicable. 

(c) RAN's Related to Class Determi¬ 
nations and Findings, The information 
furnished in a Request for Authority to 
Negotiate related to a proposed Class 
Determinations and Findings shall fully 
support the proposed negotiation au¬ 
thority as to each item covered by the 
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Request lor Autliority to Negotiate, fur¬ 
nishing, pursuant to i 737.2-4*06-52. the 
same information as to each item as 
would be furnished if the item were cov¬ 
ered by an Individual RAN and DAP. 
Such Information should generally, par¬ 
ticularly where numerous items are in¬ 
cluded, be presented in tabular form on 
an enclosure, attachment, or exhibit to 
the Request for Authority to Negotiate. 

<d> Spcct/lc Rcsnonsibilites. (1 > Heads 
of Contract Divisions and Contracting 
Officers . The head of the contract divi¬ 
sion, purchase division, or equivalent, of 
the contracting activity (1) shall be gen¬ 
erally responsible for the preparation of 
the Request and proposed DAP. end for 
decisions discussed in the Request or 
based on the facts presented therein; 
and (11) except as set forth in paragraph 

(d) (2) cf this section, shall sign the Re¬ 
quest in the appropriate space. He shall 
also be responsible for the accuracy of 
the facts presented in the Request, ex¬ 
cept those furnished by another requir¬ 
ing activity as provided in paragraph 
(d)<3> of tills section. At the time of 
entering into a negotiated contract, the 
contracting officer of the contracting ac¬ 
tivity will ascertain that the DAP is con¬ 
sistent with the facts present at the con¬ 
clusion of negotiations and, if it is not. 
will promptly initiate action to obtain a 
revised D&F. 

(2) Head of Procuring Activity and 
Project Manager. The Head of the Dep¬ 
uty of the Navy Procuring Activity (as 
defined in § 1.201), or Deputy Chief of 
Staff for Installations and Logistics of 
the Marine Corps or his “Assistant *, or 
8ECNAV designated Project Managers 
under the command or direction of CNM. 
or CNM designated Project Managers in 
which the requirement originated shall 
sign the RAN and include his recom¬ 
mendations whenever: 

(i> Exception (11) is proposed as nego¬ 
tiation authority and the estimated 
amount of the procurement is $1,000,000 
or more; 

(11) Exception (12) or (14) is proposed 
as negotiation authority and 

(A) The procurement is to be nego¬ 
tiated with competition and the esti¬ 
mated amount of the procurement Is 
$5,000,000 or more, or 

<B> The procurement is to be nego¬ 
tiated without competition and the esti¬ 
mated amount Is $1,000.000 or more; 

(ill) Exception (13) is imposed as ne¬ 
gotiation authority; or 

(iv) Exception (16) is proposed as ne¬ 
gotiation authority. 

(Where purchases subject to this sub¬ 
paragraph are to be made by a contract¬ 
ing officer of the Naval Supply Systems 
Command, the contracting officer will 
forward the Request to the Secretary 
via the Systems Command or Project 
Manager having technical cognizance of 
the program for which the purchase Is 
made, for signature of the Commander 
ofr Vice Commander of such Systems 
Command or the Project Manager.) 

(3) Requiring Activity. Where a con¬ 
tracting activity is to place a contract 
for requirements originating in another 
activity, the requiring activity shall fur¬ 


nish the contracting activity with infor¬ 
mation concerning the requirement, 
which will enable the contracting activ¬ 
ity to prepare the Request and proposed 
DAP. and shall be responsible for the 
accuracy of such information. 

(4) Technical Personnel U> In con¬ 
nection w ith that portion of the Request 
covering the selection of contractors for 
research and development, the responsi¬ 
bilities of technical personnel are set 
forth in 13.107-6. In the case of pro¬ 
duction contracts it is the responsi¬ 
bility of technical personnel to furnish 
adequate information in the procurement 
request so that the contracting officer 
will have the facts on which to base a 
decision and will be able to provide the 
information required by (a) above. In 
connection with standardization, tech¬ 
nical personnel 51mil follow the proce¬ 
dures set, forth in § 737.3-306-54. 

(11) On the last page of each Request 
for Authority to Negotiate transmitting 
the DAF. the following statement should 
be made and executed by cognizant 
technical and requirements personnel: 

It la certified that the facts end repre¬ 
sentations under my cognizance which are 
included In this Request for Authority to 
Negotiate or Supporting Advance Procure¬ 
ment Plan Number ___and attached 

Do termination and Pindings arc accurate to 
the best of my knowledge and belief. 


Technical Requirement 

Cognizance Cognizance 

Date Date 

(5) Mobilization or Industrial Plan¬ 
ning Personnel When the procurement Js 
for a Preferential Planning List (PPL) 
item or when the proposed contract is 
one of several related contracts to be 
negotiated under exception (14> or (16). 
personnel responsible for mobilization or 
industrial planning shall be responsible 
for furnishing the necessary information 
on a current basis to the contracting 
officer. 

(6) Counsel . It shall be the responsi¬ 
bility of Counsel for the Contracting 
Activity preparing the Request to review 
the DIP as to form and legality. Field 
purchasing activities of the Naval Supply 
Systems Command without assigned 
Counsel shall forward the Request with 
the D&F attached via the Naval Supply 
Systems Command for such review by 
counsel for the Naval Supply Systems 
Command- The Request shall be signed 
or Initialed by the member of the Office 
of the General Counsel who reviewed the 
proposed DIF. 

(7) Comptroller. In connection with 
that portion of the Request covering the 
availability and release of funds, excep¬ 
tion (10)d(ix) above, it shall be the re¬ 
sponsibility of the Comptroller of the re¬ 
quiring activity to furnish the necessary 
information on a current basis to the 
contracting officer. 

(e) Submission and Distribution of 
Requests and D<fcF"s. The original and 
two copies of both the Request (NAVE- 
XOS 2759) and the DAF to be signed by 
the Secretary shall be submitted to the 
Chief of Naval Material (MAT 023). Ad¬ 
ditional copies of the D&F under excep- 
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Uans U3> (Standardization* and (16) 
(Mobilization) shall be prepared by the 
procuring activity for distribution after 
receipt of the signed DAP to any other 
interested procuring activities. The orig.- 
nal Request, when approved, and the 
signed DAF will be returned to the in¬ 
itiating procuring activity. The two cop¬ 
ies of each will be retained by the Chief 
of Naval Material (MAT 023). 

(f) Numbering instructions for Re¬ 
quests for Authority to Negotiate are set 
forth in I 737.1-403-53. 

(g) Coordinated Procurement. For 
procedures, see f 7373-1106-2, 

§ 7372-306-53 flaw Determination* 
nod Finding* (CI)Fl), 

(a) When Authorized. CDF’s are used 
when obtaining authority to negotiate a 
number of contracts for the same or re¬ 
lated items and the use of separate DAP's 
would result in a repetition of the same 
set of facts. CDF's may be approved only 
when: 

(1) The character of the supplies or 
services is such that they con only be 
procured by negotiation. Such supplies 
or services include: 

<i) Standardized items of equipment 
which arc to be procured in contract* 
negotiated under exception (13). 

(ii) Research and development pro¬ 
grams 'which have not reached the 
evaluation lot or pilot production stage 
and are to be procured in contracts nego¬ 
tiated under exception (ll>* 

(2) The nature of the equipment h 
such that it Is not only highly “technical 
and specialized'* but the requirement of 
military urgency or limited numbers of 
qualified proven producers (in the sense 
of facilities, investment, continued con¬ 
tractor interest, extensive preparatory 
time) preclude the use of formal adver¬ 
tising methods now and in the foresee¬ 
able future. This usage is generally 
confined to exception* (14) and (16). 
This type of Class DAI 51 requires the 
maximum in substantiation and is ap.- 
proved only where a fully supported dear 
case can be presented. 

(b) Secretarial Approval. Except as 
provided in paragraph (c) of this section, 
all CDF's win normany be signed by the 
Assistant Secretary of the Navy (Instal¬ 
lation and Logistics). All requests for 
CDF's must be signed by the Head or the 
Deputy Head of the Procuring Activity 
(including its field activities) or Project 
manager (see I 737.3-306-52 (d)(2)) in 
which the requirement originated. Con¬ 
tracting Officers are not authorized to 
sign CDFs. 

(1) Limitation. The authority granted 
by a CDF may be used to prorure only 
property and services individually Iden¬ 
tified and Justified in the supporting RAN 
(Request for Authority to Negotiate) or 
approved APP (Advance Procurement 
Plan). Authority to negotiate for supplies 
and'ar services not individually identi¬ 
fied and justified in the initial RAN or 
APP must be requested through submis¬ 
sion of a new or supplemental RAN or 
revised APP. Accompanied by either: 

(1) A proposed new individual or Cla&s 
Determinations and Findings,- or 
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(il) A proposed memorandum for sig¬ 
nature by the Assistant Secretary of the 
Navy <lkL) expressly Including within 
the authority of the previously executed 
CDF the supplies or services covered by 
the new or supplemental RAN or APP. 

(c) Delegation of Authority to Make 
Certain CDFs. With respect to Basic 
Ordering Agreements 'IK)As) for the 
overhaul, repair or modification of exist¬ 
ing equipment under Exception (10) (10 
UB.C. 2304(a) (10) and $ 3.210). the 
authority to make CDFs Is delegated 
to the Commander. Naval Air Systems 
Command; and the Commander. Naval 
Sea Systems Command, with power of 
redelegation to a level no lower thnn the 
Director of Purchasing, as defined in 
5 1.201-24. 

<1) Limitations . Tills authority shall 
be, in every case, subject to the follow - 
• lng express limitations: 

(!) Such CDFs shall only support the 
overhaul, repair or modification of equip¬ 
ment or weapon systems to be procured 
on a sole source basis through orders 
placed under BO As; 

(11) They shall be limited to the over¬ 
haul, repair or modification of existing 
equipment or systems; 

Oil) They shall exclude the perform¬ 
ance of any research and development 
effort; 

(lv) They shall exclude the procure¬ 
ment of any parts, components or mate¬ 
rials not an integral part of the work to 
be performed; 

(v) They shall specifically list the 
Items or equipment upon which the work 
will be performed, together with the 
proposed sources for such work; 

(vi) They shall be effective for a pe¬ 
riod of no more than one year; and 

(vil) They shall require the person 
placing any individual order under the 
BOA to certify in wrrlting. at the time of 
placing such order, that: (A) it is for 
work specifically authorized by the CDF. 
and (B> the circumstances still justify 
contracting with the proposed firm on a 
sole source basis 

(3) Format. The suggested format in¬ 
corporating the conditions listed in para¬ 
graph (c)(1) of this section is illustrated 
in 5 737.3-305-59. 

(3> Preparation and Submission, (i) 
A RAN and the CDF shall be prepared 
in the same manner as they would be for 
submission to the Assistant Secretary of 
the Navy (I&L). 

(U> Each such CDF shall be numbered 
consecutively by the activity. 

(Hi) One copy of each such CDF, to¬ 
gether with the associated RAN. shall be 
forwrarded to the Chief of Naval Mate¬ 
rial (MAT 023) promptly after execution. 

(d) Reports of Procurements Under 
CDFs. (1) Certain procurements require 
business clearance approval by the Chief 
of Naval Material (see 8 737.1-403-50 for 
business clearance requirements). 

(2> For each procurement not requir¬ 
ing business clearance approval by the 
Chief of Naval Material, a report after 
execution shall be made. The Individual 
Procurement Action Report (DD Form 
350) shall be prepared and a copy sub¬ 
mitted promptly to the Chief of Naval 
Material (MAT 022). Item 27 of DD 


Form 350 shall Indicate the following 
Information: 

(I) The CDF number, assigned by the 
Chief of Naval Material, under the au¬ 
thority of which the procurement wto 
negotiated, except as provided In (c)(3) 
(il) above; 

(h) The number of concerns initially 
solicited..additional number of concerns 
submitting proposals and their respective 
quotations. 

(c) Content of Request for Authority 
to Negotiate (RAN) Under CDFs. In ad¬ 
dition to the information specified in 
4 737.3-305-52, the following shall be in¬ 
cluded in the Requests for Authority to 
Negotiate for CDFs: 

(i> Insert the word “Class" after the 
particular exception cited os the nego¬ 
tiation authority; 

(ii) State the estimated quantity and 
dollar value of contracts expected to be 
negotiated under the proposed CDF; and 
(ill) When the CDF covers a proposed 
standardization of equipment under ex¬ 
ception (13). include statements of ac¬ 
tion taken in conformance with 
8 737.5-1105-2. 

(lv) An activity submitting a proposed 
CDF shall specifically indicate the Navy 
procuring activities, including field ac¬ 
tivities, and other Military Departments 
which will be assigned responsibility for 
any procurement under the proposed 
CDF. 

<v> The RAN shall be numbered in the 
manner prescribed in 8 737.1-403-53. 

(f) Distribution of RANs and CDFs. 

(I) The minimum number of copies of a 
RAN and proposed CDF to be submitted 
to the Chief of Naval Material (MAT 
023) shall be as follows: 

Negotiation Excep¬ 
tion 2304(a) Required Copies 

(13), (14). and (16). Original and threo 

(3) copies of the 
RAN and propoeed 
CDF. 

(II) and (13).- Original and four 

(4) copies of the 
RAN and propoeed 
CDF. 

<2) After CDF has been approved, the 
Chief of Naval Material (MAT 023) will: 

(i) Assign to the CDF an ldeniflcatkm 
number preceded by the letters “CDF," 
except as provided in paragraph (c)(3) 
CU) of this section, and 

(il) Return the original and one (1) 
copy of the RAN and the original and 
one (1) copy of the approved CDF to the 
originating activity. (Copies submitted in 
excess of requirements in paragraph <f> 
(1) above will be returned to the origi¬ 
nating activity). 

(3) Upon receipt of an approved CDF, 
the originating activity shall distribute 
the following documents to the other 
Navy procuring and field activities, and 
other Military Departments which will 
be assigned responsibility for any pro¬ 
curement under the CDF: 

<i) A reproducible copy of the RAN. 
(ii) A reproducible copy of the CDF. 
(ill) A reproducible copy of other re¬ 
lated siglflcant documents. Including cor¬ 
respondence having the effect of placing 
limitations or conditions on the use of 
the CDF. 


(g) Citation of an Approved CDF. 
Whenever it is necessary to cite an ap¬ 
proved CDF. both the symbol, eg, 
NAVORD-10210 and the number, c.g., 
CDF 57-1 assigned by the Chief of Naval 
Material (MAT 023). shall be used. 

(h> Period of Effectiveness. The time 
period for which a CDF is to be effective 
shall not exceed one year unless evidence 
Is presented indicating the need for a 
longer period. For example. (1) CDFs 
covering a standardized item should 
cover the period for which the require¬ 
ments are known or have been calcu¬ 
lated; (2) in research and development 
programs, anticipated progress should 
govern the length of the period of effec¬ 
tiveness. The period for programs sub¬ 
ject to foreseeable change or for multiple 
contracts under an outstanding require¬ 
ment should be limited to the period 
necessary to accomplish the stated pur¬ 
pose of the CDF. 

(1) Extensions of D&Fs. The continu¬ 
ation of a CDF beyond its effective date 
requires a new RAN (Request for Au¬ 
thority to Negotiate) setting forth the 
basic need, the actions accomplished un¬ 
der preceding authorized period, a fore¬ 
cast of the expected activity under the 
CDF. and a new effective period. 

(j) Reuicirs. The Contracting Officer 
should periodically review the continued 
necessity for use of a CDF particularly in 
those instances where the effective pe¬ 
riod extends one year. 

§ 737.3-306-51 Additional Procedure 
with It expert to Dflrrminatbmi and 
Finding* under the Standardization 
Program (§ 3.213). 

(a) Sections 5.1105-2(b) and 737.5- 
1105-2 set forth requirements for deter¬ 
minations and findings under 8 3.213 in 
coordinated procurement. 

<b) Within the Department of the 
Navy, where procurement involving 
standardization of technical equipment 
is required by one activity (Requiring 
Activity) but is to be effected by another 
activity (Procuring Activity) the Requir¬ 
ing Activity shall (i) prepare and obtain 
execution of the required D&F (unless 
a D&F applicable to the program Involved 
has already been executed), (3) Include 
a statement in the requisition that the 
applicable D&F has been executed, and 
(3) attach to the requisition two copies 
of the applicable D&F. The Requiring 
Activity shall preserve the original D&F 
and copies of all supporting documents, 
in accordance with 8 3.308. One of the 
copies of the D&F shall be used by the 
Procuring Activity to complete its con¬ 
tract files and. In accordance with 8 3.307, 
the other shall be sent to the General 
Accounting Office with the copy of the 
contract negotiated and executed there¬ 
under. Tlie Procuring Activity shall in¬ 
form the Requiring Activity of any 
adverse circumstances affecting the pro¬ 
posed procurement. 

§ 737.3—306—33 Docunientjition of Filr- 
for Negotiation Under EXCEPTION 
( 10 ). 

(See 8 3.210.) In connection with 
D&F’s citing EXCEPTION (10) as a Jus¬ 
tification for negotiation, where the lack 
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of inadequacy of technical data repre¬ 
sents a major or contributing reason pre¬ 
cluding competition, the official contract 
file shall contain the same supporting 
documentation as required for RAN's un¬ 
der ft 737.3-306-52(bH4>. In ail other 
cases where EXCEPTION (10> 1s cited 
and where competitive procurement Is 
precluded or limited by reasons other 
than the lack or inadequacy of technical 
data, the official contract file should set 
forth the action being taken to develop 
or increase competition on future pro¬ 
curement of the items or services con¬ 
cerned. or fully explain why action to¬ 
ward that objective would be unavailing 
and is therefore not being taken. This is 
aimed at requiring concrete plans and 
evidence of progress toward removing 
obstacles to competition. Business clear¬ 
ance memoranda submitted to the Chief 
of Naval Material pursuant to ft 737.1- 
403-51 shall be accompanied by or in¬ 
clude therein this required information. 

g 737.5-iOO Type* of Contract* 

§ 737.3—108 letter Contract*. 

(a) Authority to contract. Where, In 
accordance with ft 3.408. it has been de¬ 
termined that a letter contract is a 
proper contractual instrument, authority 
to contract shall be obtained from the 
Chief of Naval Material (MAT 022> in 
accordance with ft 737.1-403-51 (b) (2) a 
(11) prior to issuance of modification of 
the letter contract, as applicable. 

(b) Reporting Letter Contract Status. 

(1) A quarterly Letter Contract Report 
shall be submitted to the Chief of Naval 
Material (MAT 0214 > not later than the 
10th working day after the end of the 
quarter. The Commander, Naval Supply 
Systems Command will report on the 
Navy Inventory Control Points and the 
other NAV8UP procuring activities. The 
report consists of three parts: 

(I) Part 1. NAVMAT Form 4330/2 
(Rev. 5-66). is the basic report listing oil 
outstanding letter contracts and those 
that have been definitized during the re¬ 
porting quarter. Preparation requires 
that appropriate Information be shown 
in columns 1 through 10 for each letter 
contract. Data appearing in columns 1. 
2, 3 and 6 shall remain the same for the 
life of the letter contract: information in 
columns 4, 5, 7, 8 and 9 shall be updated, 
when appropriate. Column 10 shall not 
be filled until the definitive contract has 
been signed by both parties. Once the 
definitization date has been entered In 
column 10, the item shall no longer be 
reported. Letter contracts that have been 
definitized during the quarter should ap¬ 
pear last on the report. NAVMAT Form 
4330/2 need be submitted in original only. 

<ii> Part 2. NAVMAT Form 4330/3 
(9-68). serves the dual purpose of report¬ 
ing current status of definitization of 
letter contracts aged 6 months or more 
and stating what has transpired in the 
past affecting definitization progress. In 
the space entitled “Detailed Reasons 
Why Contract Has Not Been Definitized," 
the explanation should be given in 
chronological form so that there is a 
clear outline of sequential actions. In the 
space entitled “Present Status/' a one- 
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line statement of status as of the end of 
the reporting quarter will be sufficient. 
NAVMAT Form 4330/3 need be sub¬ 
mitted In original only. 

(ill) Part 3. NAVMAT Form 4330/27 
(2-70), is a one-time report that shall be 
submitted on each newly awarded letter 
contract the first time the award is listed 
on NAVMAT Form 4330/2. The report is 
required in an original only, except where 
clearance must be obtained from the 
Chief of Naval Material (MAT 022). In 
such instances, the original of NAVMAT 
Form 4330/27 shall be furnished MAT 
022 and a copy shall be Included in the 
quarterly report to MAT 0214. The nego¬ 
tiation authority for the letter contract 
shall be indicated in parenthesis In Part 
n of this Form near the righthand 
margin on the line provided for the 
Letter Contract Number, 

(2) NAVMAT Forms 4330/2 (Rev. 
5-66). 4330/3 (9-68) and 4330/27 (2-70) 
are available through the Navy Supply 
System os “Cog 1“ items. 

(3) Report Control Symbol (DD-I&L 
(Q) 679) applies. 

(c> Designation of Paying Activity. 
Letter contracts shall name the paying 
activity to be designated in the definitive 
contract as the paying office for the letter 
contract. A copy of the letter contract 
shall be furnished promptly to the pay¬ 
ing office named therein. 

§ 737.3—14)9 Indefinite Delivery Type 
Contracts. 

See ft 737.1-350-1. 

§ 737.3—410 Ollier Type* of Agreement*. 
8 737.3—110—2 Itjuic Ordering Agree¬ 
ment. 

(a) Limitations. In regard to basic or¬ 
dering agreements described in ft 3.410-2, 
compliance with ft 3.410-2(c) (3> requires 
a formal determination and finding 
(D&F), pursuant to Part 3, Subpart C, 
In support of each Individual order issued 
under such agreements, except where the 
negotiation of such an order is author¬ 
ized by a class determination and find¬ 
ings (CDF). Where the authority of a 
CDF is exercised under a basic ordering 
agreement, the requirements of ft 3.410-2 

(c)(1), which do not require a formal 
determination and finding, may be satis¬ 
fied If the person authorized to issue the 
order certifies in writing, at the time of 
its placement, that the circumstances 
under which the order is being placed are 
covered by the CDF and that it is im¬ 
practicable to obtain competition for the 
supplies or services being procured under 
the order by either formal advertising 
or negotiation, and places such certifi¬ 
cation in the contract file either as part 
of the individual order or separately. 

(b) Standardization of Time Frames 
for Definitization of Unpriced Orders Is¬ 
sued Under BO As. The Basic Ordering 
Agreement shall provide a time frame for 
the furnishing of contractor price quota¬ 
tions for unpriced orders issued. The 
period should be as short as practicable, 
usually 30 days, and normally should not 
exceed 60 days from receipt of the order. 
When the Contracting Officer, upon 
notification by the contractor that pric¬ 
ing cannot be established within the 


1443 

specified period, determines that a longer 
period is necessary, he shall document 
the contract file indicating the basis for 
the determination. 

§ 737.3-500 Solicitations of Propoaalrf 
and Quotation*. 

§ 737.3—507 Treatmrnt of Procurement 
Information. 

g 737.3—507—50 Safekeeping of Pro- 
po*al» and Quotation*. 

In all competitive negotiated procure¬ 
ment estimated to be in excess of $2,500. 
there shall be provided a central locked 
storage where proposals (or quotations) 
shall be held unopened (except for the 
purpose of identification) until after the 
established date for their receipt. 

§ 737.3—700 Negotiated Ovrrliralrd 

Hale*. 

§ 737.3—705 Procedure. 

(a) Contracting officers must obtain 
the prior written approval of the Head, 
Coordinated Negotiation Staff (MAT 
02D), Headquarters Naval Material 
Command before— 

(1) Including special provisions for the 
treatment of designated items of costs in 
cost reimbursement type contracts for 
which overhead rates are negotiated. 

<2> Excluding a cost reimbursement 
type contract from the operation of a 
Navy-wide agreement for reimbursement 
of allowable costs and 

(3) Entering into advance under¬ 
standing of particular Items of costs as 
authorized by ft 15.107. 

Such approval is not required for pro¬ 
visions making anticipatory costs allow¬ 
able or to provisions for cost sharing by 
the contractor. It is recognized that spe¬ 
cial cost provisions may be desirable 
from time to time in connection with in¬ 
dividual contracts. Accordingly, con¬ 
tracting officers should feel free to 
request approvals required by this 
paragraph. 

<b> Where only one Navy procuring 
activity has cost-reimbursement type 
contracts with a particular contractor in¬ 
volving negotiated overhead rates, the 
rates shall be negotiated by that activity. 
If more than one Navy procuring activity 
is Involved, or if either the Army or the 
Air Force is Involved along with one or 
more Navy procuring activities, the Co¬ 
ordinated Negotiation Staff (MAT 02D) 
shall be responsible for conducting the 
negotiation of overhead rates, except 
where the negotiation is sponsored by an¬ 
other Department in accordance with 
5 3.706. Sec ft 737.1-405-51 (a) for con¬ 
tracting authority of the Head, Co¬ 
ordinated Negotiation Staff. The Head, 
Coordinated Negotiation SUIT (MAT 
02D>, when responsible for conducting 
the negotiations, shall arrange a negotia¬ 
tion conference to which shall be Invited 
representatives of the contractor and the 
procuring activities concerned. If more 
than one Department or more than one 
Navy procuring activity Is involved, the 
audit report will be submitted to the 
Head. Coordinated Negotiation Staff 
(MAT 02D), with copies to the procuring 
activity concerned. The audit report may 
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be supplemented, within the Navy, by 
information from the files of the Head¬ 
quarters Naval Material Command and 
the cognizant contracting offices, plus 
any information available from individ¬ 
ual negotiators currently dealing with 
the contractor and any additional infor¬ 
mation the contractor may wish or be re¬ 
quested to furnish On the basis of the 
audit report and all additional Informa¬ 
tion, the negotiation of rates shall be ac¬ 
complished as set forth in 5 3.705 and 
this paragraph <b>. 

(c) Where contracts are completed and 
Tri-Service overhead rates have not been 
finalized covering that pcriod(s), the 
final rates affecting such contracts may 
be negotiated by the ACO subject to U*c 
following: 

(1) Physically completed ns to per¬ 
formance and all other administrative 
and technical requirements other than 
financial: namely, overhead; 

(2) The allocable overhead dollars are 
considered to be not substantial: 

(3> Consultation and advice of the 
DCAA auditor who would then be made 
aware of the base(s) for settlement; 

(4) Applicable period contract costs 
be included in the base for determining 
final overhead rates. 

g 737-3—750 Method of Interim Pay¬ 
ment- 

Paragraph (e) of the Negotiated Over¬ 
head Hates clause (| 3.704) authorizes 
two alternative methods of interim pay¬ 
ments pending negotiation of final rates: 
<a) negotiated provisional rates set forth 
in the contract Schedule, or (b) billing 
rates acceptable to the contracting of¬ 
ficer or his authorized representative. 
In the case of contracts with com¬ 
mercial concerns the billing rate method 
is preferred where only Navy contracts 
are involved. Under this method, in¬ 
terim payments will be made at billing 
rates acceptable to the Defense Con¬ 
tract Audit Agency but the billing rates 
will not be incorporated In an amend¬ 
ment to the contract. This procedure 
is more easily administered, provides 
greater flexibility for prompt adjust¬ 
ment to meet changed circumstances 
during the rate period, and eliminates 
the necessity of negotiation by procure¬ 
ment personnel Where the billing rate 
method is adopted for Navy contracts, the 
contracts shall provide that interim pay¬ 
ments for overhead will be made a* billing 
rates acceptable to the Defense Contract 
Audit Agency and that. In the event of 
failure to agree on the specific billing 
rates to be used in any given period, the 
contracting officer and the contractor 
shall negotiate provisional rates for in¬ 
corporation into the contract. Where 
contractors have contracts with more 
than one Department, the method of 
interim payment shall be determined by 
mutual agreement between the contrac¬ 
tor and the Departments involved and 
shall be incorporated in the negotiation 
report or summary. 

§ 737.3-800 Prlcf Negotiation Policies 
and Techniques. 


§ 737.3-803 Tjpc of Contract. 

(a) When it is proposed to use other 
than a firm fixed-price type of contract, 
and the contract is subject to business 
clearance by the Chief of Naval Material, 
the Cognizant Auditor shall be requested 
by tlic contracting officer to furnish ad- 
sice as to whether the proposed contrac¬ 
tor has an accounting system which lends 
itself to the satisfactory administration 
of the particular type of contract or pric¬ 
ing provisions proposed. If placement of 
the contract is imperative due to a valid 
urgency, the request to the Cognizant 
Auditor and the Auditor’s reply may be 
made o. ally. 

(b) The Business Clearance Memoran¬ 
dum submitted to the Chief of Naval 
Material (MAT022) shall make reference 
to the advice received from the Auditor 
concerning the proposed contractor’s ac¬ 
counting system. Omission from the Busi¬ 
ness Clearance of reference to such ad¬ 
vice and action thereon will result in 
automatic return of the Business Clear¬ 
ance without action. 

§ 737.3-807 Pricing Technique*, 
g 737.3-807-3 Cost or Pricing Data. 

to) Waix>er of Requirement Under 10 
U.SJC. 2306(f) (P.L. 87-653). (1) Pur¬ 
suant to the authority of 10 U.S.C. 2306 
<f>. the requirement of I 3,807-3<a) with 
respect to the submission of cost and 
pricing data and the certification thereto 
is waived for prime contracts to the 
Western Electric Company for materials, 
supplies and services which are standard 
Bell System items. 

(2) The requirement for certification 
of cost or pricing data for cost-relm- 
bpjrscment-no-fec contracts to nonprofit 
educational and other nonprofit institu¬ 
tions is also waived, except that, this 
waiver docs not exempt subcontractor 
certificate requirements. Contracting 
Officers will require, by appropriate con¬ 
tractual provision, subcontractor com¬ 
pliance with certificate requirements. 
Furthermore, tills waiver applies only 
to the certification and does not waive 
the requirements for submission of cost 
or pricing data under cast-reimburse¬ 
ment-no fee contracts. 

<b> Effective Date. The authorization 
granted in (a) above remains in effect 
until 30 June 1976. 

g 737.3-807—5 Review nmf Kvnltmiion 
of Subcontractor** Proporal* by Field 
Contract Administration Office*. 

(a) In those instances set forth in 
i 3 801-5(b) (12) and 5 3.607-3(0 (3). (4) 
or (5) wherein Government assistance is 
deemed necessary to review subcontrac¬ 
tor's cost estimates at the subcontractor's 
plant, the request to the field contract 
administration officer shall be accom¬ 
panied by a copy of the review package 
accomplished by the prime contractor or 
hlghcr-tler subcontractor, including: Cl) 
the subcontractor's proposal; (2) DD 
Form 633. If used: (3) other related cost 
and pricing data provided by the subcon¬ 
tractor; and C4) the results of the prime 
contractor’s or hlghcr-tler subcontrac¬ 


tor’s cost/price analysis. In instances 
described In $ 3.607-3(e) (3) where the 
above-described data is not available, 
such data os is available (in-house esti¬ 
mates, price analysis, etcJ *>mJi be 
provided. 

(b) DBA, DCAS Headquarters, Execu¬ 
tive Directorate, Contract Administra¬ 
tion, Cameron Station. Alexandria, Vir¬ 
ginia 22314 should be notified when re¬ 
view and evaluation of subcontractors' 
proposals 

(1) will require extensive DCAS assist¬ 
ance in connection with the acquisition 
of a major new weapon system, or 

(2) required special or expedited ac¬ 
tion by a DCAS office and such action is 
being, or has been, delayed excessively. 

§ 737.3-807-6 Rcfiuml to Provide Cost 
or Pricing Data. 

When under 5 3.801 -2(c) or 13.607-6 
the contracting officer Is required to refer 
the prospective procurement to higher 
echelons, he will refer It to the head of 
the procuring activity concerned. If the 
problem cannot be resolved at that level, 
the head of the procuring activity will 
refer the matter with his comments and 
recommendations to the Chief of Naval 
Material (MAT 021). Referral wifi be 
made os expeditiously as possible Inas¬ 
much as award of the procurement shall 
be suspended until the mntter Is resolved. 
This procedure shall also be followed in 
cases in which a prime contractor is ob¬ 
ligated to furnish cost data relating to 
negotiated purchases from a subcontrac¬ 
tor, and the subcontractor refuses to give 
access to cost data sufficient to permit 
price negotiations. 

g 737.3-807-10 Subcontracting Consid¬ 
eration* in Coal Analyst*.. 

(a) Requests for Proposals To Require 
Information ou Purchased Materials . (1) 
For purposes of this directive, ’‘pur¬ 
chased materials" means raw muter it 
purchased parts, components, or end 
itcm<s) to be delivered under a contract, 
which are not fabricated or producod by 
the contractor. 

(2) The need for requiring timely sub¬ 
mission by potential and existing con¬ 
tractors or Information required by nego¬ 
tiators or other procurement personnel 
to evaluate properly the purchased ma¬ 
terials portion of price quotations is em¬ 
phasized This Information Is necessary 
particularly when competition Is lack¬ 
ing or is inadequate to control the prices 
initially proposed. The prime categories 
requiring treatment ore: (!) new pro¬ 
curements In cases Involving a sole source 
or where competition is limited. (11) re¬ 
pricing of redetermlnable and incentive 
contracts, and (lii) equitable adjustments 
under the Changes clause and other 
clauses having similar provisions for such 
adjustments. 

(3) Whenever it Is considered desirable 
to make use of cost analysts In accord¬ 
ance with 3.807-2(c> and the circum¬ 
stances set forth in subparagraph (2) 
above apply, requests for proposals and 
requests for quotations shall also require 
the offeror to Include the following in- 
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formation In its proposal or quotation 
with respect to major purchased mate¬ 
rials. giving due consideration to both 
the relative importance of the item and 
the dollar amount involved: 

(1) Principal materials or components 
to be purchased by the offeror; 

<ii) Proposed or established sources, 
including size classification (large or 
small business)’ of each source; 

<ili> Proposed method of purchase 
(whether competitive or other than com¬ 
petitive) and reasons therefor: 

(iv) Basis for award; i.e.. low bidder or 
delivery, etc.; 

<v) Copies of suppliers* cost break¬ 
downs and any price analysis made by 
the contractor if noncompetitive; 

(vi> Type of pricing arrangement; 

(vil) Comparison with invoice prices of 
prior procurements, if any; 

<viii) Organizational relationship, if 
any, of proposed supplier to offeror; and 
(ix) In the circumstance of follow-on 
orders, an explanation of any changes in 
“makc-or-buy" decisions substantially 
affecting the proposed price or creating 
diversification for the contractor at the 
expense of the Government. 

The foregoing information shall also 
be requested from contractors in connec¬ 
tion with the Information to be furnished 
In support of repricing actions and equi¬ 
table adjustments. In addition, in the 
case of services required under a contract 
or proposed contract, which are not to be 
performed directly by the contractor or 
the offeror, as the case may be, the fore¬ 
going information shall also be required 
to the extent applicable. All of the infor¬ 
mation required above must be developed 
and consolidated by the offeror or con¬ 
tractor in preparing its proposal or quo¬ 
tation. or the material needed to support 
a repricing action, or a request for an 
equitable adjustment; accordingly, the 
furnishing of this information to the 
Government on a timely basis will add no 
substantial burden to the offeror or con¬ 
tractor concerned. 

(4) Upon receipt of the above infor¬ 
mation. negotiators shall proceed with 
evaluations in accordance with prin¬ 
ciples set forth in 0 3.807-10. A brief de¬ 
scription of the method of evaluation 
utilized and sufficient examples to sup¬ 
port the conclusions reached are a re¬ 
quired part of business clearances. «8ee 
5 737.1-403-51 (c)). 

§ 737.3—807—53 Siil»«imitintioii of Ob- 
*tarlr« or Rr»ulitnl Inventory Charge* 
in Pricing mid Itrpriring Action*. 

Whenever a contractor submits cost 
data on DD Form 1107 (Change Order 
Price Analysis) or DD Form 784 (Cost 
Analysis for Contract Price Redctermi- 
natlon). or by any alternate method, in 
connection with pricing of change orders 
or repricing of contracts, charges in¬ 
cluded therein for obsolete or excess re¬ 
sidual inventory shall be substantiated 
by the submission of appropriate sched¬ 
ules listing the inventory involved. If 
title to such inventory vests in the Gov¬ 
ernment. the inventory ahal be treated 
in accordance with regulations estab¬ 
lished for contractor inventory. 
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§ 737.3-807-55 Equitable Prire Reduc¬ 
tion* for Failure To Meet Contract 
Requirement*. 

Action shall be taken to negotiate 
an equitable price reduction pursuant 
to a guarantee clause, warranty pro¬ 
vision. or failure to meet contract spec¬ 
ifications. as soon as possible after the 
nature and extent of the deficiency 
has been determined, and any partially 
corrective action authorized by the Con¬ 
tracting Officer has been completed. 
Delay In negotiation of such reductions 
to permit concurrent final pricing of the 
particular contract or other related con¬ 
tracts shall not be allowed generully 
since such delay, in most instances, 
serves no useful purpose. Any significant 
delay in negotiation results in loss of ap¬ 
preciation of the importance of the de¬ 
fect by both parties, particularly after 
cognizant personnel leave, or are as¬ 
signed to other work. 

§ 737.3—807—56 (!on*idcnition of In- 
romr T« Pay menu in Defective 
Pricing Adjustment*. 

Contractor income tax payments shall 
not be considered nor included in pricing 
adjustments under the 0 7.104-29 “Price 
Reduction for Defective Cost or Pricing 
Data'* clauses. When the question arises, 
contractors should be advised to obtain 
such tax adjustment through the 
amended income tax return procedure. 

§737.3—811 Record of Price ISegolhi- 
lion. 

The memorandum required by 0 3.811. 
generally, will be signed only on behalf 
of the Government. However, whenever 
it Is desirable to have such memorandum 
verified by the initials of signature of the 
prospective contractor's negotiator, the 
following statement shall be included 
therein: 

This memorandum U a summary of nego¬ 
tiations only and does not constitute a con¬ 
tractual obligation Nothing set forth herein 
U binding on either the Government or 

§ 737.3—1000 Contractor’* Weighted 
Average Share in Cost KUk (CWAS) 
§ 737.3—1000—I Scope of Part. 

Tills part sets forth, for the Adminis¬ 
trative Contracting Officer (ACO). uni¬ 
form procedures relating to the admin¬ 
istration of the CWAS Program. 

§ 737.3-1004 Application of CWAS. 

(a) Within the Navy, the term “Head 
of a Procuring Activity** os used In 
0 3.1004id) means the parent organiza¬ 
tion of the ACO. Upon receipt of the 
determination required by 0 3.1004 < b > 
which renders a withdrawal effective, the 
ACO shall notify the Defense Supply* 
Agency as set forth in 0 3.1008. 

§ 737.3—1005 Procedure* for Determin¬ 
ing a Contractor’* Weighted Average 
Share in Cost Rl-k. 

For purposes of determining a CWAS 
rating, the treatment to be accorded 
basic ordering agreements, foreign profit 
centers and intracompany transactions 
Is as follows: 


* Insert name of the other party to the 

negotiations. 


1445 

(a) Basic Ordering Agreement. Where 
prices are not established prior to au¬ 
thorizing the Contractor to begin work, 
all costs Incurred prior to the establish¬ 
ment of firm prices shall be assigned a 
zero factor as representing his share in 
cost risk. Costs incurred after establish¬ 
ment of a firm pricing agreement shall 
be assigned the factor applicable to the 
definite contract awarded. The date of 
agreement may be considered as the end 
of the month immediately prior to the 
date of the agrceqient. 

(b> Foreign Profit Center s. A foreign 
profit center should be treated the same 
as a domestic profit center. If a profit 
center, foreign or domestic, receives 
benefits from higher management level 
and Is assessed with a fair allocation of 
cost s from such levels—even though 
minimal in amount—the profit center 
should be included In the computation 
of the CWAS ratings. 

(c) Intracompany Transactions . The 
transferring and the receiving profit 
centers, may Include the costs of Intro- 
company transactions provided that 
such costs are included in each of the 
profit center bases used for allocation of 
Indirect costs. However, for intermedi¬ 
ate management organizations and the 
corporate office, the costs of intracom- 
pany transactions should be eliminated 
from the receiving profit centers and in¬ 
cluded in the transferring profit centers. 

§ 737.3—1006 Rrporting Procedure. 

Six copies of each contractor's letter of 
application for qualification under the 
CWAS program shall be sent air mall to 
Headquarters Naval Material Command 
(MAT 024) within one working day after 
receipt by the ACO. (Headquarters Naval 
Material Command will then transmit 
copies to each military department and 
other government agencies concerned for 
action, as may be appropriate, in accord¬ 
ance with 0 3.1008). See 5 737.3-1007. 
0 737.3-1008ib>, 0 737.3-1051 for addi¬ 
tional reporting requirements. 

§ 737.3—1007 Dr term in a ti«»it and Verifi¬ 
cation. 

The ACO shall allow at least 45 cal¬ 
endar days, but not more than 60 days, 
from the date of the contractor's appli¬ 
cation before giving CWAS approval. 
Disapproval may be given any time 
within the 60 days. In unusual circum¬ 
stances, if an extension beyond 60 days 
Is necessary, the ACO shall advise the 
contractor in writing specifying a revised 
deadline date. Suggested approval and 
disapproval letters are set forth below. 
The letter shall not reflect the CWAS 
rating achieved. A copy of all letters of 
CWAS disapprovals, with accompanying 
reasons therefor, shall be provided Head¬ 
quarters Naval Material Command. 

(a) Approval Letter. 

1. Your CWAS proposal of _ 

submitted computation* applicable to the 
profit center (a) identified for determining 
your Contractor Weighted Average Share in 
Cost Risk for your fiscal year ending_ 


a. Your CWAS rating U approved for de¬ 
termination of the rcasoaablcneaa criteria 
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lor aettlcmcnt of Indirect costa generated 
within__during your fiscal year 


3. To maintain your CWA8 approval, a 
yearly report reflecting ** 000 tract mix” com¬ 
putations shall be submitted to this office. 
The report Is due not later than 106 days 
after the dose of your fiscal year. 

<Thu paragraph Is la be added If applica¬ 
ble). 

4. Profit center(■) __ (was) 

(were) found to hare a percentage rating 
which does not meet the requirements for 
participation UTtho CWAS program You are 
encouraged to resubmit within 106 dare attar 
the close of your fiscal year. 

Administrative Contracting Officer 
cc: 

Cognizant DCAA Auditor 

<b) Disapproved Letter. 

1. Your CWAS proposal of____ap¬ 

plicable to coste for your fiscal year ending 
___lias been given a thorough re¬ 
view and analysis. Consideration has been 
given to the criteria eet forth In ASPR 3-1000 
for qualification and participation in the 
program. 

2. While approval cannot be tendered at 
this time, you axe encouraged to resubmit at 
the end of your current fiscal year. Let me 
remind you that your re-aubmisMon must be 
received within 105 days after the close of 
your fiscal year. 

Administrative Contracting Officer. 
cc: 

Cognisant DCAA Auditor 
NAVMAT 

§ 737.3—1008 Maintenance of Record*. 

(a) All CWAS proposals an<l related 
files shall be retained for a period of six 
years from date of submission. 

(b) The ACO, within one working day 
from the date of a CWAS approval or 
withdrawal, shall advise Deputy Director 
(DCA8», Defense Supply Agency (Attn: 
DC AS-ACC) of such approval or with¬ 
drawal by appropriate completion of the 
following format. An original and one 
copy for each profit center shall be for¬ 
warded. Updated forms will be prepared 
and submitted upon each change of a 
profit center's status or for the purpose of 
updating Information. Changes need not 
be submitted if the contractor electa not 
to participate in the program in succeed¬ 
ing years. 

6ubJ: Contractor Weighted Average Bhare la 

Cast Rl&k (CWAS) 

To: Deputy Director (DCAS) 

Defense Supply Agency (Attn: DCAS- 
ACC) 

Cameron Station 

Alexandria. Va. 22314 

1. (Complete to extent applicable to iden¬ 
tify profit center location scithtn the corpo¬ 
ration.) 

Profit Center CWAS Qualified: 

Address: 

Intermediate Organization: 

Subsidiary of Division: 

2. CWAS Rating: 

Contractor's Fiscal Year Applicable: 

Date of End of Contractor's Pineal Year: 

Prior Flacal Years CWAS Approved: 

3 Remarks: {withdrawals, reinstatements . 
cost center not applicable, etc., with author¬ 
ity cited.) 

4. Cognisant CA office. 

ACO Name/Coda: 

§ 737.3—1050 Audit Service*. 

Tlie ACO shall maintain close coordi¬ 
nation with the DCAA auditor on CWAS 
related matters. The DCAA Contract 
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Audit Manual. Chapter 0-314. provides 
for specific audit advice and assistance 
to the ACO. In addition to the prescribed 
audit services, the ACO shall request sup¬ 
port from the auditor in the following 
areas: 

(a) Recommendations to support ac¬ 
tions to be taken under the provisions 
of 13.1004(b) and S 15.201-3(b). 

(b) Opinions incident to areas Identi¬ 
fied in the contractor’s operation which 
may have an impact on future CWAS 
proposals. 

§ 737.3—1051 CWAS Cxtordinalmg 
Croup. 

A CWA8 Coordinating Group In the 
Office of the Assistant Secretary of De¬ 
fense (Installations and Logistics) will: 
<l) respond to questions submitted con¬ 
cerning CWA8, (ID recommend ASPR 
changes concerning CWAS to the A8PR 
Committee, and (ill) evaluate the effec¬ 
tiveness of the application of CWA8. 
Questions concerning CWAS. together 
with recommended solutions wherever 
possible, should be addressed through 
channels via the Chief of Naval Material 
to: 

CWAS Coordinating Group 

Office of the Assistant Secretary of De¬ 
fense (I&L) 

Pentagon, Room 3E-821 

Washington. D.C. 20301 

Two copies each of any directive issued 
which concerns CWAS shall also be for¬ 
warded to this group. 

§737.3—1100 Acquisition of Automatic 
Data Processing Equipment. 

§737.3-1100—1 Contractor Aqtmition 
of Automatic Data Proctwiug Equip¬ 
ment (ADPE). 

§ 737.3—1100-2 Procedure* foe Obtain¬ 
ing Tec hnic al ADP A*M*taner. 

(ft) This NPD provides guidance con¬ 
cerning the means by which the ACO 
(Administrative Contracting Officer) 
may obtain technical ADP assistance as 
necessary In performing the review, as 
required by 3.1100-2, of contractor ac¬ 
quisition of ADPE. 

(b) The provisions of 5 3.1100-2 shall 
not be Interpreted ns relieving the ACO 
from the responsibility of seeking out 
possible sources of assistance of his 
own initiative. Navy field contract ad¬ 
ministration offices in need of technical 
ADP assistance shall request such old 
directly from other Government activi¬ 
ties in the area who may be able to pro¬ 
vide It and shall make use of all local 
resources to the extent feasible. 

(c) Where all reasonable efforts fail 
to secure local ADP assistance, the ACO 
may submit a request to the next higher 
echelon in the chain of command which 
shall be responsible for providing the 
necessary ADP assistance. However, In 
the event the higher echelon cannot 
comply with the request, it shall be for¬ 
warded. together with a detailed Justi¬ 
fication, to the Chief of Naval Material 
(MAT 014) for appropriate action. A 
copy of the request shall be forwarded 
to the Chief of Naval Material (MAT 
024). Upon receipt and analysis of the 
documents, the Chief of Naval Material 
(MAT 014) will take appropriate meas¬ 


ures to assure that technical ADP assist¬ 
ance is provided to the ACO. 

§ 737.3—1200 Coat Accounting Stand- 
•rds. 

§ 737.3—1203 Prime Contractor Di*rhv 
•urc Sin intent (*). 

(а) Determination of Secretary That 
It 1$ Impractical To Secure Disclosure 
Statements). The Information needed 
for the Assistant 8ccrctnry of the Navy 
(Install a lions and Logistics! to waive 
contractor submission of a disclosure 
statement, as authorized under S 3.1203 
<e), shall be prepared by the Pro¬ 
curing Contracting Officer (PCO). Such 
information shall be submitted in the 
form of a draft determination and find¬ 
ings via the Chief of NavoI Material 
(MAT 021)'. The information shall con¬ 
sist of the following: 

(1) A description of the proposed con¬ 
tract. including the contract type, the 
supplies or services being procured, and 
the amount of the proposed award; 

(2) An unequivocal statement that the 
proposed contractor refuses to submit a 
disclosure statement; 

(3) The specific reasons why the pro¬ 
posed contractor refuses to submit a dis¬ 
closure statement; 

(4) The net sum of all awards by the 
Department of Defense to the proposed 
contractor during the preceding three 
fiscal years: 

(5) A statement that no other source 
of the supplies or services being pro¬ 
cured is available to satisfy the needs of 
the activity on a tlmelv basis; 

(б) A statement of any alternative 
methods of fulfilling the project or pro¬ 
gram needs and the procuring activity’s 
reasons for rejecting such alternatives; 

(7) A statement of the steps being 
taken by the procuring activity to estab¬ 
lish other sources of supply for future 
procurements of the supplies or services 
being procured; 

(8) Any other Information that may 
aid the Secretary in determining that it 
is impractical to secure the disclosure 
statement; and 

(9) Baaed on the above findings, a 
proposed determination that It is im¬ 
practical to secure a disclosure state¬ 
ment. 

§ 737.3—1206 Subcontractor Diwlmuro 
Statement*. % 

*(a) Requests for waiver of a subcon¬ 
tractor’s disclosure statement shall be 
submitted in the same form, contain the 
8ime information, and be processed in 
the some manned as set fbrth in f 737.3- 
1203(a) above. 

§737.3-1211 Waiver of CoM Account¬ 
ing Standard*, Rule*, and RrguLu- 
Imjoo. 

(a) The information required by ASPR 
Appendix O In support of a request for 
waiver of the Cost Accounting Standard! 
clause, under the provisions of §3.1211 
shall be submitted by the PCO 
through chain of command to the Chief 
of Naval Material (MAT 021). In order 
to facilitate forwarding to the Cost Ac¬ 
counting Standards Board, via the As- 
rlstant Secretary of the Navy (Installa¬ 
tions and Logistics) and the Assistant 
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Secretary o! Defense (Initallations and 
Logistics), this information shall be In¬ 
cluded in an enclosure separate from 
the Initiating communication, with para¬ 
graphs numbered sequentially in the 
same order as the requirements. The 
submission shall also include the esti¬ 
mated date of contract award and Justi¬ 
fication. If any, for the urgency of award 
if the estimated date of award is less 
than sixty (60) days from date of sub¬ 
mission . 

(b) In the case of procurements to be 
placed with foreign concerns where a 
Cost Accounting Standards clause waiver 
is requested, the following information, 
over and above thnt required by para¬ 
graph (a> of this section, shall be re¬ 
quested of DCAA (see paragraph <d) of 
this section): 

(1) Any accounting requirements im¬ 
posed on the foreign concern by the for¬ 
eign government which are Incompatible 
with the Cost Accounting Standards; 

(2) Any accounting requirements im¬ 
posed on the foreign concern by the for¬ 
eign government which are sufficiently 
unique that compliance by the concern 
with the Cost Accounting Standards 
would not be feasible: and 

(3) The cost impact on U.S. Govern¬ 
ment contracts with the foreign con¬ 
cern If the Cost Accounting Standards 
were required to be followed by the 
concern. 

(c) If. on the basis of Information de¬ 
veloped by DCAA in accordance with (b) 
of this section, it appears that a foreign 
concern could reasonably comply with 
the CAS clause, the PCO shall renew 
efforts to obtain its acceptance of the 
clause. If. despite renewed efforts, the 
foreign concern's refusal remains ada¬ 
mant. a further written statement of its 
position shall be obtained which shall 
discuss in detail each of the DCAA find¬ 
ings and the rationale for the continued 
refusal. 

(d) Tho information required under 
paragraph (b) of this section shall be 
requested by the PCO. In the event such 
information has previously been ob¬ 
tained. the PCO shall ascertain that it is 
still current. Requests should be ad¬ 
dressed as follows: 

<1) European . Area. 

Message: 

Branch Manager 

European Branch Office, DCAA 

Rhein Main 5 0 

Rhein Main Air Force Bane, Germany 
or 

MaU: 

Branch Munagcr 
European Branch Omce, DCAA 
APO New York 09057 
Copies to: 

DCAA 

Cameron Station 
Attention: ASC 
Alexandria. Va. 22314 

and 

New York Region, DCAA 
252 7th Avenue (4th Floor) 

New York. N.Y. 10001 

(2) Pacific Area (except Vietnam, 
Thailand and Malaysia). 


Message: 

Branch Manager 
Pacific Branch. DCAA 
Yokohama. Japan 

or 

MaU: 

Branch Manager 

Pacific Branch Office, DCAA 

Box D 

APO San Francisco 90503 
Copies to: 

DCAA 

Cameron Station 
Attention: ASC 
Alexandria, Va. 22314 

and 

San Francisco Region, DCAA 
400 Oolden Oate Avenue 
Box 30110 

San Franciso, CA 94102 

(3) Pacific Area ( Vietnam , Thailand 
and Malaysia ONLY). 

Message: 

Branch Manager 
Saigon Branch Offloe, DCAA 
C/o D1RCON. Box 101 
Saigon. Republic of Vietnam 

or 

Mall: 

Branch Manager 
Saigon Branch Office, DCAA 
C/O DAO'DIRCON-RRVN 
Box 101 

FPO San Francisco 06020 
Copies to: 

DCAA 

Cameron Station 
Attention: ASC 
Alexandria. Va. 22314 

and 

San Francisco Region. DCAA 
450 Golden Gate Avenue 
Box 30610 

San Francisco. CA 94102 

g 737.3—1250 Navy Coat Accounting 
Standards (Navy-CIS) Board. 

(a) A Navy Cost Accounting Stand¬ 
ards t Navy-CAS > Board is established to 
assure uniformity in administering de¬ 
terminations that practices disclosed in 
disclosure statements arc in non-com¬ 
pliance with applicable cost accounting 
standards, in the case of contractors as¬ 
signed to the Navy for contract adminis¬ 
tration (see DOD Directory of Contract 
Administration Components (DOD 
4105.59H)). 

<b> In accordance with 18.1205(c), 
each determination of non-compliance 
which cannot be resolved by the 
cognizant Navy ACO shall be referred 
to the procuring activity having cogni¬ 
zance of the ACO. If that activity can¬ 
not resolve the matter, it shall be refer¬ 
red to the Navy-CAS Board. 

(c) The Navy-CAS Board shall review 
each determination of non-compliance 
that is referred to it In accordance with 

(b) above and advise the ACO of its rec¬ 
ommendations. 

(d) The Navy-CAS Board shall con¬ 
sist of one permanent representative each 
from: Headquarters, Naval Material 
Command < MATO 2D, Chairman); Head¬ 
quarters, Naval Air Systems Command: 
Headquarters. Naval Electronic Systems 
Command; Headquarters, Naval Ord¬ 


nance Systems Command; and Head¬ 
quarters. Naval Ship Systems Command. 
Each other Navy Command. Office, and 
Bureau as well as each other department 
and Government agency, having a sub¬ 
stantive interest in a particular non- 
compliance matter before the Board, 
shall be invited to have a representative 
participate, as an ad hoc member, in 
Board proceedings regarding that mat¬ 
ter. 

Subpart D—Special Types and Methods of 
Procurement 

§ 737.4—100 Pronirmifnt of Rwart h 
and Dcvrlopinml. 

§737.1—111 Special Allowance for 

Research Facilities Required by Edu¬ 
cational Institution*. 

(a) Generally a special use allowance 
for acquisition or construction of re¬ 
search facilities should be limited to that 
portion of the total acquisition cost of n 
research facility which is the amount 
needed for construction in accordance 
with Government criteria to satisfy the 
functional requirements of the Govern¬ 
ment work to be performed at the facil¬ 
ity. Any significant balance of cost to 
meet the special design or other extra 
requirements of the educational institu¬ 
tion should generally be either excluded 
from allocation to Government contracts 
or made subject to a normal or lower use 
allowance as provided In f 4.111(d) (11). 

(b) In addition to other Information 
relevant to consideration a special use 
allowance as set forth in M ill (c) 
and <d), requests for approval of a spe¬ 
cial use allowance should state the total 
estimated acquisition cost of the pro¬ 
posed facility, the estimated amount or 
percentage thereof needed in ajcordance 
with Government criteria to satisfy the 
functional requirements for Government 
work, information as to the comparative 
need of the Government and the educa¬ 
tional institution for the facility, and if 
more than the amount of percentage of 
cost needed to satisfy the Government's 
functional requirements is recommended 
for special use allowance, the special 
circumstances Justifying such action. 
Such requests for approval shall be for¬ 
warded via the Commander. Naval Facil¬ 
ities Engineering, for review and com¬ 
ment in regard to design, type of con¬ 
struction. adequacy to meet Government 
requirements and the reasonableness of 
the estimated total cost and the amount 
thereof allocable to Government's re¬ 
quirements. 

(c) Contracts providing for a special 
use allowance for acquisitions or con¬ 
struction of research facilities shall 
specify (1) that plans and specifications 
and major changes thereto shall be sub¬ 
ject to approval by the Government; (ii) 
that the tvork shall be subject to approval 
by the Government for conformity to ap¬ 
proved plans and specifications; and (ill) 
tliat the Commander. Naval Facilities 
Engineering, shall be the authorized rep- # 
resentatlve of the sponsoring procuring 
activity for such purposes. 

(d) Except as otherwise directed or au- 
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thorized in the approval, the contract 
may also provide for up to a 15 percent 
increase in the amount subject to the 
special use allowance to cover changes in 
the work or any difference between esti¬ 
mated and actual cost of the work. Any 
such increase may be made subject to the 
approval of the sponsoring procuring ac¬ 
tivity. If more than a 15 percent Increase 
is required, the further approval of the 
Deputy Chief of Naval Material < Logis¬ 
tic Support > shall be required. 

§737.1—116 Government Property Un* 
dcr KeM'Hirh and Development ( «m- 
Irarli* 

1737.4-116-4 Transfer of Title to 
Equipment to Nonprofit Educational 
or Ke*oarrli Institution*. 

(a) Each procuring activity trans¬ 
ferring title to equipment in accordance 
with $ 4.116-4 shall furnish a report of 
such transfer by 30 January each year to 
the Office of Naval Research (Code 522) 
under Report Control Symbol DD-I&L 
(A)-598 (4340*. The report shall Include 
the following: 

(1) The name and location of each in¬ 
stitution to which equipment was trans¬ 
ferred during the previous calendar 
year; 

(2) The dollar value (at acquisition 
cost) of equipment transferred to each 
institution; 

(3) The total dollar value of all such 
transfers; and 

(4> A separate sub-total showing the 
value of all equipments so transferred 
having an acquisition cost of less than 
$ 200 . 

§ 737.1-116-50 Transfer of Title Under 
Hraenreh Grant*. 

4-116 SO Transfer of Title Under Re¬ 
search Grants . See SECNAV Instruction 
3900.10A and ONR Instruction 3900.10B. 

Subpart E—Interdepartmental and 
Coordinated Procurement 

§ 737.5—600 Procurement of Printing 
nnd I tchited Supplies. 

§ 737.5-601 Printing and Helmed Sup* 

plies. 

(a) Publications, printing, related 
equipment, and paper stocks used In 
procured in accordance with this Sub¬ 
part; 5 737.1-108<b>(vi>. NAVSO P-35; 
fi 737.1-201 (cXt). <v) and (vi). Defini¬ 
tions; and I 737.1-454. Responsibilities of 
the NFPS. 

(b) Publications and printing may not 
be procured as an integral part of a De¬ 
partment of the Navy contract or grant 
unless authorized by the Congressional 
Joint Committee on Printing or unless a 
waiver has been obtained from the Public 
Printer (Government Printing Office). 
This does not preclude the procurement 
of writing, editing, manuscript copy, or 
illustrative services within a contract or 
grant; or the inclusion of requirements 
within a contract for Incidental printing, 
eg., forms and instructional materials 
solely for contractor use in responding 
to the terms of a contract; or the publi¬ 
cation of findings by grantees within the 
terms of their grants, provided that such 
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terms are in accordance with these direc¬ 
tives and NAVSO P-35. 

(c) Responsibility for Initial determi¬ 
nation on the necessity for authoriza¬ 
tions or waivers, and for dealing with 
the Congressional Joint Committee on 
Printing and the Public Printer on mat¬ 
ters relating to publications and print¬ 
ing. is vested in the Director, Navy 
Publications and Printing Service. Com¬ 
ponents of the Navy Department with re¬ 
quirements for inclusion of publications 
and printing within a contract or grant 
shall submit requests for such authoriza¬ 
tion or waiver through their appropriate 
publications management organizations. 
Field requirements shall be submitted In 
accordance with procedures established 
by such organizations, to the appropriate 
Director, Navy Publications and Printing 
Service Office. 

(d> When composition, negatives, or a 
combination of both will be required 
within a contract for supplies or services 
requests for authorization or waiver shall 
attach a copy of the procurement docu¬ 
ment (IFB, RFQ. other) provisions 
specifying that the contractor will be 
responsible for continuing accuracy and 
currency of publications content for dur¬ 
ation of the contract. 

§ 737.5—1100 Coortliiuitctl Proettrrmcnl. 

§ 737.5—1102 ItcftpoiiMbilitir* Under 
Single Procurement. 

(a) When the Department of the Navy 
has received a procurement assignment 
under the DOD Commodity Assignment 
Program, the Commander. Naval Supply 
Systems Command pursuant to au¬ 
thority delegated by the Chief of Naval 
Material, will assign procurement re¬ 
sponsibilities to a particular procuring 
activity. The procuring activity assigned 
procurement responsibility shall be re¬ 
sponsible for (1) collecting and coordi¬ 
nating the requirements of the Depart¬ 
ment of the Navy, or the arrangement 
therefor and <2) submitting to DOD via 
the Commander. Naval Supply Systems 
Command Implementing procedures de¬ 
veloped in compliance with I 5.1103-1. 

§ 737.5-2000 Intra-Navy Procurement 
AA»igitnirnU. 

§ 737.5-2002 Rmpomiblttty of the Naval 
Supply System* (!umnuind for Com- 
mon-lW Item* titled in the Catalog 
of Navy Material. 

The Naval Supply Systems Command 
is responsible for the procurement of all 
common-use items listed in the General 
Stores Section of the Catalog of Navy 
Material. 

§ 737.5-2003 Utility Service* 

§ 737.5—2003—I Contract* for Electric 
Power, Ga* t Water, aiul Ollier 
Utilities. 

(a> It shall be the policy of the De¬ 
partment of the Navy to procure public 
utility services from commercial sources 
where economically feasible. Such 
services shall be procured at the lowest 
cost and on the best terms passible. 

(b) The Commander. Naval Facilities 
Engineering Command shall have cog¬ 


nizance over all matters pertaining to 
the procurement of public utility serv¬ 
ices and the contracting therefor. Public 
utility services Include, but are not lim¬ 
ited to. electricity, gas, water, sewerage, 
drainage. Are and police protection, 
street lighting and cleaning, and trash 
and garbage disposal. Telephone and 
other wired voice communications are 
covered by I 737.5-2003-3. 

ic) Authority to contract for public 
utility services shall be obtained by sub¬ 
mission of a Business Clearance Memo¬ 
randum to the Commander. Naval Facil¬ 
ities Engineering Command, in such 
form as he may prescribe. The Business 
Clearance Memorandum shall set forth 
the following information; 

(1) Name and location of activity; 

(2) Type of public utility service re¬ 
quired; 

(3) Estimated annual cost and. if 
available, a billing analysis for the pre¬ 
ceding twelve (12) months showing usage 
and cost factors; 

<4> Name and address of contractor; 

<5> Copy of contractor's rates, rules, 
and regulations applicable to the serv¬ 
ice In question; 

<6> A statement concerning the avail¬ 
ability of competition; 

(7) A requisition citing the appro¬ 
priation chargeable; and 

(8> Such other data pertaining to 
each type of public utility service as may 
be prescribed, from time to time, by the 
Commander. Naval Facilities Engineer¬ 
ing Command. 

<d> All contracts shall be approved as 
to legality and form by Counsel for the 
Naval Facilities Engineering Command 
Headquarters. 

(e) Requests for authority to contract 
shall be submitted In accordance with 
procedures established by the Command¬ 
er. Naval Facilities Engineering Com¬ 
mand. These procedures shall be pub¬ 
lished in NAVSUP Manual. Volume IT. 

<f) The Commandant. U.S. Marine 
Corps shall submit to the Commander, 
Naval Facilities Engineering Command 
all requests for authority to contract for 
public utility services required by Marine 
Corps activities, except that services 
required by Held activities, the annual 
amount of which does not exceed $2,500. 
may be procured by the Marine Corps 
without reference to the Naval Facili¬ 
ties Engineering Command Headquar¬ 
ters. 

(g) A copy of each proposed contract 
for public utility service at any Govern¬ 
ment-owned facility operated by a Navy 
contractor, where the cost of such pub¬ 
lic utility service is to be reimbursed by 
the Navy, shall be submitted, prior to ex¬ 
ecution. by the Systems Command con¬ 
cerned to the Commander. Naval Facili¬ 
ties Engineering Command who shall no¬ 
tify the Systems Command concerned 
of his approval or directions with respect 
thereto. 

<h) The authority herein conferred 
upon the Commander, Naval Facilities 
Engineering Command may be redele¬ 
gated by him. 
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§ 737.5-2003-2 Utility Seller* for 
Conlrortor-Oprratril Artivitir* at 
Governmen t-()%*tied Facilities. 

(a) > 737.5-^2003-1 <g) sets forth pro¬ 
cedures for the review and approval of 
public utility service contracts at Gov¬ 
ernment-owned. contractor-operated ac¬ 
tivities whenever the utility charges are 
reimbursable to the operating contrac¬ 
tor. Such utility contracts shall be sub¬ 
mitted to the Naval Facilities Engineer¬ 
ing Command Headquarters via the cog¬ 
nizant Engineering Field Division as well 
as via the cognizant Systems Command. 

(b) Contracts for the operation of 
Government-owned facilities by a Navy 
contractor which call for reimbursement 
of the contractor's utility expense shall 
specifically provide for the submission 
of utility subcontracts to the Naval Facil¬ 
ities Engineering Command Headquar¬ 
ters for comment or approval prior to 
execution as outlined above. 

§ 737.3—2003—3 Telephone Farliilinp 
ami Service*. 

(a) Thee three Military Depart¬ 
ments have a form of joint "General 
Contract for Communication Facilities 
and Services." which will be executed with 
each one of the operating companies of 
the Bell System. Each such contract will 
be executed by an authorized corporate 
officer of the particular operating com¬ 
pany and by three contracting officers, 
one for the Department of the Army, one 
for the Department of the Navy, and one 
for the Department o* the Air Force. As 
a result, each operating company and 
each Military Department will look to 
the provisions of only one contract In the 
area served by each operating company. 
Each such contract, however, will pre¬ 
serve the flexible and efficient adminis¬ 
trative arrangements pursuant to which. 
In the Department of the Navy, orders 
for facilities and services under such 
contracts are placed by Departmental 
or District officers (Navy and Marine) 
as appropriate. 

<b) There is hereby delegated to the 
Commander, Naval Facilities Engineer¬ 
ing Command and to such other persons 
as may be designated by him the author¬ 
ity to make and execute on behalf of the 
Department of the Navy (Including the 
U.S. Marine Corps) all contracts for tele¬ 
phone communication facilities and serv¬ 
ices to be provided in the United States. 

(c) Each such contract shall contain 
a definition of "Contracting Officers" 
substantially identical with that set out 
in the Definitions clause contained In 
57.103-1. 

(d> Orders under contracts will be 
placed by authorized representatives of 
contracting officers as provided herein. 
Therefore, under such contracts executed 
by the Commander. Facilities Engineer¬ 
ing Command or by a contracting officer 
of the Naval Facilities Engineering Com¬ 
mand, the following shall be considered, 
pursuant to the Definitions clause of 
each contract, an "authorized represent¬ 
ative of a Contracting Officer acting 
within the limits of his authority," for 
the purpose as specified herein: 


(1) The Director of Naval Communi¬ 
cations, and all officers and civilian em¬ 
ployees designated by him. for the pur¬ 
pose of ordering under contracts any of 
the following communications facilities 
and services except those Included In (d) 
(3) of this section: 

(1) Lca«*ed teletype lines of the Naval 
Communication 8ystcm, flight control 
and weather reporting, or other private 
line teletype systems including TWX 
communication service: 

fill All leased telephone lines not an 
Integral part of purely local telephone 
systems: and 

(ill) Keying, control and photo-radio 
leased lines. 

<2) All officers and civilian employees 
designated by the Commander, Naval 
Facilities Engineering Command, for the 
purposes of ordering under contracts any 
of the following communication facili¬ 
ties and services except those Included In 
<d) (3) of this section: 

(1) All facilities and services not In¬ 
cluded In paragraph <d)(l>(i>. (11). and 
(ill) of this section. Including but not 
limited to such Items as switchboards. 
Instruments, wiring plans, trunk and tie 
lines, olT-premlse mileage. Individual 
telephones, non-recurring charges, serv¬ 
ice connection charges, termination 
charges, and telephone toll charges. 

(ID Work, whether or not of an engi¬ 
neering. technical or specialized nature, 
involved in the design, installation, al¬ 
teration. repair or maintenance of tele¬ 
phone systems and teletypewriter com¬ 
munication facilities, owned in whole or 
In part by the Government and under 
the cognizance of the Navy. 

<3) The Commandant of the Marine 
Corps and such officers and civilian em¬ 
ployees as may be designated by the 
Commandant for the purpose of order¬ 
ing any communication facilities and 
services required only by the Marine 
Corps. 

(e> With respect to telephone systems 
owned in whole or In part by the Gov¬ 
ernment and under the cognizance of the 
Department of the Navy, the Command¬ 
er, Naval Facilities Engineering Com¬ 
mand has cognizance over the design, in¬ 
stallation. alteration, repair or mainte¬ 
nance of such systems by Government 
personnel or provided for by contracts 
(and orders thereunder) with contrac¬ 
tors rather than companies or organiza¬ 
tions regularly providing telephone fa¬ 
cilities and services, except that the 
Commandant of the UJ9. Marine Corps 
has cognizance for such purposes with 
respect to such systems which are under 
the cognizance of the U.S. Marine Corps. 

<D Nothing in this | 737.5-2003-3 af¬ 
fects procedures for the budgeting, al¬ 
lotting, or fiscal accounting of funds ap¬ 
propriate for telephone facilities and 
services. 

§ 737.5—2001 Real E»uie. 

See NAVFAC P-73 

, (a) Acquisition of Title. See BUDOCK8 
Instruction i 1011 23 transmitting DOD 
Directive 4165 6. 

<b> Acquisition of Leasehold Interests. 
See SECNAV Instruction 110U.17A. 


§ 737.5—2005 Automotive, Construction, 
and Material* Handling Equipment. 

(a) This 5 733.5-2005 assigns responsi¬ 
bilities and establishes basic policies per¬ 
taining to all phases of automotive trans¬ 
portation and all types of automotive, 
construction, and materials handling 
equipment. It docs not cover automotive, 
construction, and materials handling 
equipment In war reserve stocks Intended 
for use at advanced bases or in training 
exercises. 

(b) As used throughout this 5 737.5- 
2005. the following terms shall have the 
meanings set forth below: 

(1) "Automotive vehicles M means all 
noncombat, self-propelled vehicles suit¬ 
able for use on the highw ay, and all trail¬ 
ers suitable for use in conjunction there¬ 
with (It includes trucks, buses, tractors, 
bus trailers, semi-trailers, all types of 
passenger vehicles, and all types of power 
cycles. It does not include bicycles, ve¬ 
hicles designed primarily for use on rails, 
construction equipment, materials han¬ 
dling equipment, amphibious vehicles, or 
vehicles (with or without armor) de¬ 
signed for active participation in com¬ 
bat) ; 

(2) " Construction equipment" means 
all mechanical equipment used in the 
construction, alteration, or repair of 
buildings, bridges, roads, or other kinds 
of real property (It Includes pile drivers, 
power shovels and cranes, road rollers, 
tractors, scrapers, plows, derricks, street 
sweepers, sprinkling carts and the like; 
and portable boilers, pumps and air com¬ 
pressors. It also includes such stationary 
machines and mechanical apparatus as 
rock-crushing plants, concrete batching 
and mixing plants and the like, used ex¬ 
clusively for work connected with the 
construction and maintenance of public 
works); 

(3) "Materials handling equipment" 
means all mechanical equipment nor¬ 
mally used for materials handling on 
floors and paved surfaces as fork lift and 
pallet trucks, warehouse tractors and 
trailers, stackers, straddle trucks, ware¬ 
house cranes, conveyors, and platform 
trucks; and 

(4) “Specialized types* Includes radio 
and electronic vans and trucks, ambu¬ 
lances, bomb handling trucks and trail¬ 
ers, aircraft fueling, crash fire and res¬ 
cue and salvage units and such other 
specialized types as are developed by the 
management control bureaus for their 
spec Lie use. 

(c) The Marine Corps shall provide 
funds for the procurement, and admin¬ 
ister the assignment, utilization, and 
maintenance, of all equipment covered 
by this NPD which the Marine Corps 
may require, except for procurement of 
ambulances. Procurement of Civil Engi¬ 
neer Support Equipment (CESE) and 
Materials Handling Equipment at Ma¬ 
rine Corps Air Stations is the respon¬ 
sibility of the Murine Corps. All other 
equipment, except equipment peculiar to 
the Marine Corps, is the responsibility 
of the Navy. 

(d) The Naval Facilities Engineering 
Command has the following responsibili¬ 
ties for the Navy with respect to auto- 
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motive vehicles, construction equipment, 
and standardized automotive com¬ 
ponents of specialized types (where spe¬ 
cifically indicated, these responsibilities 
apply also to automotive vehicles and 
construction equipment used by the 
Marine Corps): 

(1) Providing funds for the procure¬ 
ment. and administering the assignment 
and utilization, of all passenger carry¬ 
ing vehicles in accordance with the mili¬ 
tary requirements established by the 
Chief of Naval Operations; 

(2) Establishing and promulgating 
standards for operation and general 
utilization; 

(3) Preparing and promulgating 
maintenance standards; 

(4) Administering public laws relat¬ 
ing to: 

(l> Commercial type and school bus 
operations (Including Marine Corps): 

<il) Official use of Government- 
owned and operated motor vehicles in¬ 
cluding passenger cars (applies to 
Marine Corps for field status determina¬ 
tions only); and 

(ill) The sale and replacement of used 
automotive vehicles, construction equip¬ 
ment and specialized types. 

(5) Maintaining current and complete 
files and records for all activities, ashore 
and afloat; 

(6) Assigning registration numbers; 

(7) Establishing criteria for replace¬ 
ment and retirement; 

(8) Developing and promulgating 
specifications; 

<9) Acting upon procurement re¬ 
quests including those of the Marine 
Corps, transmitting them to the pur¬ 
chasing activity designated by higher 
authorty; 

(10) Establishing standards for quali¬ 
fications. training, and indoctrination of 
professional, technical, and supervisory 
employees concerned with automotive 
vehicles and construction equipment; 

(11) Coordinating requirements and 
effecting standardization of equipment 
as practicable; 

(12) Through command channels 
verifying, determining degree of. and as¬ 
sisting In compliance with the technical 
standards and safety regulations; 

(13) Acting as a central clearing 
agency for the Navy, less the Marine 
Corps, In exchanging and disposing of 
automotive and construction equipment; 
and 

(14) Devising standardized cost ac¬ 
counting and reporting requirements in 
collaboration with the Office of the 
Comptroller and other interested sys¬ 
tems commands and offices. 

(e) The Naval Supply Systems Com¬ 
mand shall have the responsibilities 
listed under paragraph (d) (2), (3), 

(4) (ill), <5>, (6). (7), (8). <9>, (10). 
(11). (13), and (14) of this section, with 
respect to materials handling equipment. 

(f) The Bureau of Medicine and Sur¬ 
gery shall have the responsibilities listed 
below with respect to ambulances and 
other specialized types of automotive 
equipment developed for its specific use 
at all Navy and Marine Corps activities. 
Specialized types of automotive equip¬ 
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ment under cognizance of the Bureau of 
Medicine and Surgery include mobile 
X-ray units, mobile dental units and 
mobile surgical operating units. The re¬ 
sponsibility for these specialized types 
which are developed for advance base 
components or combat units will be 
vested in the Systems Command or Office 
having responsibility therefor. 

(1) Providing funds for the procure¬ 
ment. and administering the assignment 
and utilization, of all such equipment; 

(2) Determining allowance lists and 
requirements for current and future 
needs; 

(3) Determining what equipment is 
excess to its needs; 

(4) Establishing maintenance and 
operating procedures for medical and 
dental equipment contained in special¬ 
ized types. 

(g) The Nava] Ship Systems Com¬ 
mand shall have the responsibility, In 
collaboration with each cognizant Sys¬ 
tems Command, and Office of the De¬ 
partment of the Navy, for recommend¬ 
ing to the Chief of Naval Operations al¬ 
lowances. and changes therein, of auto¬ 
motive vehicles and materials handling 
equipment for all types of vessels. Such 
allowances and changes shall become ef¬ 
fective upon approval by the Chief of 
Naval Operations. 

(h) Each Systems Command. Bureau 
and Office of the Department of the 
Navy shall have the responsibilities 
listed below with respect to automotive 
vehicles, construction and materials 
handling equipment for activities under 
its management control except as indi¬ 
cated in 1 737.5-2005 (d). (e). (f) and 
<g>. 

(1) Providing funds for the procure¬ 
ment. and administering the assignment 
and utilization, of all units except pass¬ 
enger carrying vehicles and ambulances; 

(2) Submitting requirements for 
passenger-carrylng vehicles to the Naval 
Facilities Engineering Command; 

(3) Providing funds for maintenance 
and operation; 

(4) Determining requirements for 
current and future needs; 

(5) Establishing allowance lists for 
all its activities in accordance with the 
military requirements established by the 
Chief of Naval Operations; 

(6) Determining what equipment is 
excess to its needs; 

(7) Developing and promulgating 
specifications for specialized types and 
the specialized components of specialized 
types; 

(8) Establishing operating and uti¬ 
lization procedures for specialized types 
and maintenance procedures for the 
specialized components of specialized 
types. 

(1) The Commandants of the Dis¬ 
tricts. the Chief of Naval Air Training 
and the Commandant of the Marine 
Corps have coordination control of auto¬ 
motive transportation matters within 
their respective commands. These com¬ 
mands, subject to the technical guidance 
of the Naval Facilities Engineering Com¬ 
mand Headquarters, shall also be re¬ 
sponsible for coordinating all phases of 


the Department of the Navy’s automo¬ 
tive and construction equipment pro¬ 
gram. as defined in this NPD, be¬ 
tween the activities within their com¬ 
mands and the bureaus and offices of the 
Department of the Navy; for inspecting 
shore activities and reporting to the re¬ 
spective management bureaus with ap¬ 
propriate recommendations; for trans¬ 
ferring of excess equipment; and for ef¬ 
fecting standardization of equipment, os 
practicable, within their own commands. 

(J) The Assistant Secretary of the 
Navy (I and L) has general direction 
and supervision of policies, procedures 
and standards in the field of automotive 
transportation. 

§ 737.5-2100 Scrvirc* of Ship* and 
Craft*. 

§ 737.5—2101 Service* of Ship* and 
Craft* for Other Than Transporta¬ 
tion* 

Military Sealift Command (MSC> 
shall procure or otherwise provide 
to Navy activities, as requested, the serv¬ 
ices of ships and crafts for purposes 
other than transportation such as (!) 
oceanographic research and survey. In¬ 
cluding underwater research; (ill cable 
laying; (ill) repair facilities and (iv) 
range instrumentation. Requirements 
for such services or ships, except those 
met by ships and crafts organic to the 
Military Services and those required in 
the installation phase of a system by the 
systems contractor, shall be placed upon 
MSC In a timely manner to permit max¬ 
imum competition. 

§ 737.5—2102 Charter Parly Agreement*. 

The Oceanographer of the Navy, act¬ 
ing through the contracting facilities of 
tlie Office of Naval Research, shall be 
responsible for Navy charter party agree¬ 
ments wherein Navy-owned oceano¬ 
graphic research ships are leased to re¬ 
search Institutions for the performance 
of contract research. 

Subpart F—Foreign Purchase 

§ 737.6—100 Buy American Act—Supply 
and Service Contract** 

S 737.(^-103 Exception*. 

g 737.6-103—2 Nonavailability in the 
United State*. 

(a) Each request for approval to 
purchase a foreign end product under 
this exception shall be submitted to the 
Chief of Naval Material (MAT 0212) In 
the form of a determination. Each such 
determination shall include (1) a refer¬ 
ence to the Buy American Act (41 U-S.C. 
10a d> (2) a description of the item 
being procured, (3) the unit, quantity, 
and estimated delivery cost, (4) a brief 
statement establishing the necessity for 
the procurement and indicating consid¬ 
erations which have been given to the 
feasibility of foregoing the procurement. 

(5) a statement establishing the non¬ 
availability of any similar or substitute 
items of domestic origin, indicating both 
the required characteristics available 
only in the foreign item and the defi¬ 
ciencies of the domestic items and (6) a 
statement describing the relationship of 
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the requirement to the production of any 
item on the Master Urgency Planning 
List. 

§ 737.6—103—5 Omndimi Supplier. 

The following is the Department of 
tlie Navy list of Canadian supplies which 
have been approved by the Secretary of 
Navy as being of a military character or 
involved In programs of mutual interest 
to the United States and Canada as de¬ 
scribed in i 6.103-5<a>: 


Group/Cla*» Description 

10 _ £ .. Wenponj 

113S _ Fuzing and Firing 

Device*. Atomic 
Ordnance 

1100 ....__ Spec lei Ued Test and 

Hat id 1 lug Equipment, 
Atomic Ordnance 

12 .. ............. Fire Control Equipment 

t$ _ Ammunition and 

Expluahe* 

14 ........._ Guided MlsMIwi 

15 _ Aircraft; Airframe 

Structural 

Component* 

10 .... Aircraft Components 

and Accessories 

17 _ Aircraft Launching. 

Landing and Ground 
Handling Equipment 

Id ..... Ships. Small Craft. 

Pontoons, and Floating 
Cocke 

2i* ... Ship knd Murine 

Equipment 

23. . .......__ Railway Kqpipraent 

23 .. Motor Vehicles. Trailer*. 

and Cycles 

24 _...___ Tractors 

25. . ......... Vehicular Equipment 

Components 

20 ___ Tires and Tubes 

28. . Engines. Turbines, and 

Components 

28 __ Engine Accessories 

30 .__ . Mechanical Power 

Tran ;mla6lon 
Equipment 

51 __ Bearings 

34 _ Metal work Ing Mach tncry 

3085.. .. _..... Miscellaneous Special 

Industry Machinery 

Cron p / Class Drscri pt ion 

39 _ Materials Handling 

Equipment 

41 ... Refrigeration and Air 

Conditioning 

Equipment 

4219.. .....__ Fire Fighting Equipment 

4240. . ........... Safety and Rescue 

Equipment 

43 __ Pumps and Compressors 

4410.. ..... Industrial Boilers 

4420 _.......... Heat Exchangers and 

Steam Condensers 

4470 _...... Nuclear Reactors 

4520. . ......__ Space Healing Equip¬ 

ment and Domestic 
Water Heaters 

♦8 _...__ Water Purification and 

Sewage Treatment 
Equipment 


47 -........... Pipe. Tubing. Hose and 

Fittings 

48 ..._ Valves 


49. 


5220___ 

53 (except 5345 
and 5350). 

64 (except 5440> 
55 (except 5520) 


Maintenance and Repair 
Shop Equipment 
Inspection Oagoa 
Hardware 

Prefabricated Structures 
Lumber. Plywood, and 
Voneer 


Group/Clast 
50_ 


n.. 

8210.. 

6220 .. 

6320 .. 

6340.. 

66 .. 

67 (except 6750). 

63 __— 

60.. 

7440_ 


7610_ 

7650. 

80 (except 8020) . 

8120. 

8140.. 


•8305 .. 

•8405. 

•6410.. 

•8415... 

8470 .. 

0320... 

0330 .... 

0350—:. . 


05.. 


06- 


Ofjcrtpfloft 
Com mu n Icat Ion 
Equipment 

Electrical and Electronic 
Equipment 
Components 
Electric Wire, and 
Power Distribution 
Equipment 
Indoor and Outdoor 
Electric Lighting 
Futures 

Electric Vehicular Lights 
and Futures 
Shipboard Alarm and 
Signal Systems 
Aircraft Alarm and 
Signal Systems 
Instruments and 
Laboratory Equipment 
Photographic Equipment 
Chemicals and Chemical 
Products 

Training Alda and 
Devices 

Automatic Data Process¬ 
ing Systems: Indus¬ 
trial. Scientific, and 
Office Types 
Books and Pamphlets 
Drawings and 
Spec Ulcat Iona 
Paints. Sealers, and 
Adhesives 
Gas Cylinders 
Ammunition Boxes. 
Packages, and Special 
Containers 
Textile Fabrics 
Outerwear. Men's 
Outerwear, Women's 
Clothing. Special 
Purpose 

Armor, Personal 
Rubber Fabricated 
Materials 

Plastics Fabricated 
Materials 

Refractories and Fire 
Surfacing Materials 
Metal Bars. Sheets, and 
Shapes 

Ores. Minerals, and 
Their Primary 
Product* 


•Subject to | 6.304-1 and I 7378 304 1 

§737.6-101 Procedure*. 

§ 737.6—101—4 Fvaltialion of IIhU and 
Proposals. 

<a> -Procedure for Submission to 
Secretary. Propose i awards submitted for 
Secretarial decision shall be submitted 
via the Chief of Naval Material (MAT 
0212* with tli a recommendation 
ported by relevant facts, including the 
amount of applicable duty as verified by 
the Bureau of Customs, and (2) one copy 
each ot the bids or offers to be considered, 
and <3> an abstract of bids. To ensure 
that the Navy in no case buys domestic 
or foreign end products when they are 
available from Defense Inventories, the 
requirement shall be carefully screened 
against Department of Defense excess 
and surplus materials before submission 
of the proposed award to the Secretary. 
The results of such screening shall be 
reported In the statement of facts. Ap¬ 
propriate provision should be made for 
extending the date of acceptance of bids 
or offers to permit sufficient time for 
orderly transmission and Secretarial 
consideration 


§ 737.6—101—6 Contrnrt Vrliitinbitrotinii. 

Any discovery that In the performance 
of a contract there has been a failure to 
comply with the provisions of the Buy 
American Act clause <$ 6.104-5) shall be 
reported immediately with the name of 
the contractor, to the Chief of Naval 
Material. (MAT024>. 

§ 737.6-200 Buy American Ad-— -Con¬ 
struction Contract*. 

§ 737.6-203 ICkcppiion*. 

§ 737.fi—203—1 Nonavdllnbiliit in the 
L nitcd Slate*. 

Determinations tliat supplies may 
be exempt from the prohibitions of the 
Buy America Act In accordance with 
$ 18 508 shall be made In the manner, and 
subject to the requirements, prescribed 
In 5 737.(Sj-103-2. 

§ 737.6-204 Procedure*. 

§ 737.6—204—3 Evaluation of Bui* and 

Proposal*. 

(a) Bids or proposals requiring a 
determination in accordance with i 18- 
500-3 shall be submitted to the Secre¬ 
tary of the Navy via the Chief of Naval 
Material (MAT 021) and shall contain 
the following information: 

(1) Description of materials. Including 
unit and quantity* 

(2> Estimated cost: 

(3) Location of construction project: 

(4> Name and address of proposed 
contractor: and 

(5) Bads for determination of im¬ 
practicability of using domestic materials. 

§ 737.6—300 Appropriation Act Hc*tric- 
Itnti* on Procurement of Foreign Sup- 

|il»C*. 

§ 737.6—30» Procedure*. 

§ 737.6—301—1 Procurement of Food, 
tlolhing. Woven Silk nnd Woven Silk 
Blend*. Spun Silk Yarn for Cartridge 
t lot It, Synllic!ir Fabric or Clouted Syn¬ 
thetic Fabric, linn* Containing 
Moliuir or Colton. or Specially 
Metal*. 

<a> Request for a Secretarial determi¬ 
nation that supplies identified in 
i 6.301—1 (that are not listed in f 6.10S* 
cannot be procured as and when needed 
at United States market prices will bo 
forwarded to the Secretary of the Navy 
via the Clilef of Naval Material 'MAT 
021): except that requests for determi¬ 
nations for si*ccialty metals may be 
granted by the Head of the Procurink 
Activity if the total cost of the procure¬ 
ment is not in excess of $ 1.000.000 
and by the Deputy Chief of Naval 
Material (Procurement and Pro¬ 
duction) if the total cost of the procure¬ 
ment is in excess of $1.000.000. Request 
for a determination shall contain the 
following Information: 

(1* Destrlption of item or items, in¬ 
cluding unit and quantity: 

(2) Estimated cost: 

(3> Country of origin; 

(4 1 Name and address of projxwed 
contractor: 

($> Statement as to necessity for pro¬ 
curement: and 

«6> Basis for determination of un¬ 
reasonableness of domestic prices. 
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§ 737.6—100 Purchase* from Soviet Con* 
trolled Area*. 

§ 737.6-102 Exception*. 

(a) Determinations made by contract¬ 
ing offices under 16.402(b)(1) (for 
purchases not exceeding $2,500) shall be 
reduced to writing and made a part of the 
appropriate contract file. 

<b> Where Secretarial approval is re¬ 
quired by 5 6.402(b) (11) (for pur¬ 
chases exceeding $2,500), requests for 
approval shall be forwarded to the Sec¬ 
retary of the Navy via the Chief of Naval 
Material (MAT021) and shall contain 
full Justification, with all pertinent de¬ 
tails, for effecting the proposed procure¬ 
ment from a source within a Soviet-con¬ 
trolled area. 

§ 737.6-500 Canadian Purchase*. 

g 737,6—503 Agreement With Depart¬ 
ment of Defense Production (Can¬ 
ada). 

(a) The agreement with the Canadian 
Commercial Corporation dated 27 July 
1956, as amended 17 December 1956. 31 
May 1957, 6 January 1961 and 15 Octo¬ 
ber 1962, shall be Incorporated by refer¬ 
ence in contracts placed with that Cor¬ 
poration. 

(b) Waiver of Requirement Under 10 
U.S.C. 2306(f) (PJL. 87-653 ). Pursuant to 
the requirement of (3.807-3<a> with 
respect to the submission of cost or pric¬ 
ing data and the certification thereto 
is waived for contract awards made to 
tlie Canadian Commercial Corporation 
until 30 June 1976. 

§ 737.6-600 Duty and Custom*. 

§ 737.6—603 Emergency Purtiia«c» of 
War Material- Abroad. 

§ 737.6-603—1— Custom Entries and 
Duty-Free Ortifieatm. 

<a> Where the shipment will enter the 
United States at the Port of^New York, 
the contracting officer shall instruct the 
contractor or the subcontractor, as the 
case may be, to forward a copy of the 
shipping document (in addition to the 
memorandum copy forwarded to the 
designated Government representative) 
to the District Director of Customs at the 
port of entry. If the shipment moves on a 
Government bill of lading, sufficient 
copies of the shipping documents will be 
furnished to the contractor or subcon¬ 
tractor for this purpose. 

(b) Commercial customs brokers, who 
act as agents on a fee basis for private 
importers, are not authorized to act os 
agents for the Government, and appro¬ 
priations are not available for the pay¬ 
ment of eastern broker's fees. Any request 
by a broker for compensation or duty¬ 
free entry certificate shall be forwarded 
immediately, with all pertinent Informa¬ 
tion available, to the Chief of Naval 
Material. 

§ 737.6—603—5 Immediate Rclraac Per¬ 
mit*. 

The Chief of Naval Material shall have 
the sole responsibility and authority 
within the Navy to issue immediate re¬ 
lease permits. 


§ 737.6—700 Military /Watanco Pro* 
gram Procurement*. 

§ 737.6—702 Determination* and Ap¬ 
proval*. 

(a) Procurement of items for the Mili¬ 
tary Assistance Program which are based 
on the exception in 1 6.702(a)(1) shall 
be made only If the procurement is ap¬ 
proved by: 

(1) The Deputy Chief of Naval Mate¬ 
rial (Procurement and Production) If the 
procurement Is estimated to exceed $10.- 
000 ; 

(2) The head of the procuring activity 
or his immediate deputy, if the amount 
is estimated not to exceed $10,000; 

(3) The principal staff office within 
the procuring activity concerned, if the 
amount involved Is estimated not to ex¬ 
ceed $1,000. 

(b> Before granting such approval, or 
making such a determination, the ap¬ 
proving authority shall consider the 
feasibility of foregoing the requirement 
or providing a U.S. substitute. 

§ 737.6-705 U.S./Au<tr«Iian Offset 
Agreement Under I be Foreign Mili¬ 
tary Sale* (FMS) Program. 

§ 737.6-705-1 General. 

As a result of discussions between US. 
Department of Defense and Australian 
Department of Defence, the UB. has 
agreed to a combined Industry and DOD 
offset objective of twenty-five percent 
(25%) of the value of major Australian 
orders for UB. military equipment. 
Major orders have been defined as those 
of at least $500,000 in value. A blanket 
type offset not keyed to specifically iden¬ 
tified foreign military sales Is rather 
unique. Satisfying this offset objective 
will be a long range proposition (within 
a five-year period after the first delivery 
under the FMS order). Over this period, 
a variety of different means to accom¬ 
plish the offset objective will be con¬ 
sidered. However , U.S. contractors bene - 
fitting from the Australian FMS actions 
have the primary responsibility of satis¬ 
fying the offset requirement . 

8 737.6—705—2 Background. 

The Australian Department of Defence 
has indicated that, in advance of FMS 
actions, the U.8. firm expected to per¬ 
form the contract will be contacted with 
a view to making arrangements for that 
U6. firm to subcontract from Australian 
. sources. PMS actions indicated on DD 
Form 1513 shall refer to these arrange¬ 
ments. However, if there Is no identifica¬ 
tion or reference to such arrangements, 
action shall be taken to determine If 
there are such arrangements and if not, 
the Australian Department of Defence 
shall be queried as to whether they In¬ 
tend to undertake such an effort. Each 
major FMS action will have to be ex¬ 
amined carefully to determine exactly* 
what arrangements the Australian De¬ 
partment of Defence has concluded. It is 
anticipated that these arrangements will 
represent component purchases from 
Australian sources for inclusion in the 
defense system being purchased by the 
Australian Department of Defence. 


g 737.6-705—3 Contract Clause. 

A provision is clearly desirable in the 
contract that UB. contractors benefit- 
ting substantially from the Australian 
FMS order will be expected to try to meet 
the offset objective. The provision would 
have a two-fold objective: (a) to speci¬ 
fically place upon the U.S. contractor the 
responsibility for attempting to meet the 
offset and cb> to provide a requirement 
for reporting 11s efforts to achieve tills 
objective. The substance of the following 
provision shall therefore be included In 
each FM3 contract exceeding $100,000 
(unless it is dearly not feasible) where 
offset procurement from Australia is 
appropriate: 

OmacT PxoctrxrMKjrr 

(1) The contractor recognise* that it has 
responsibility upon roocipt of this contract 
to solicit to the maximum extent practicable 
In Australia for a minimum of (percentage) 
or (dollar value award). Thl* I* in accord 
with arrangements between the contractor 
and Australia. 

(2) The contractor will report quarterly 
the following information to the contracting 
officer: 

(1) Solicitation* offered to Auatralian in¬ 
dustry (item and value). 

(2) Subcontracts or order* placed in Aus¬ 
tralia (item and value). 

(3) Statua of delivery tinder mu boon tract* 
or order* placed In Australia. 

(3) The substance of thl* provision shall 
be placed In all subcontracts swarded to US. 
companies which appear to offer a signifi¬ 
cant opportunity for further subcontracting. 

In utilization of the above clause, the 
percentage to be stated or the value 
designated should not be less than 
twenty-five percent (25%) of the con¬ 
tract value. A larger percentage may be 
indicated where the contractor has 
agreed with the Australian Department 
of Defence to place more than twenty- 
five percent (25%) of the contract value 
with the Australian sources. Obviously, 
where such arrangements between Aus¬ 
tralia and the specific UB. contractor 
have not occurred, there will be consider¬ 
able difficuly In achieving the DOD off¬ 
set objective. The contractor should 
clearly understand that he has a respon¬ 
sibility to attempt to achieve tills offset 
objective. 

§ 737.6—800 Balance of Payment* Pro¬ 
gram—Offaborc Procurement* 

g 737.6-805—2 Procurement ' limita¬ 
tion*. 

Pursuant to the provisions of 5 6.805-2 
(b)(1), authority to make the deter¬ 
minations required by 1 6.805.2(a) (▼) 
and (xi> for procurements estimated 
not to exreed $100,000 is delegated by the 
Chief of Naval Material to the following 
individuals: 

Chief of Naval Research 
Chief. Bureau of Medicine and 
Surgery 

Chief of Naval Personnel 
Oceanographer of the Navy 
Commander, Naval Air Systems 
Command 

Commander. Naval Electronics Sys¬ 
tems Command 
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Commander, Naval Sea Systems 
Command 

Commander. Naval Supply Systems 
Command 

§ 757.6-805-5 U*e of Excess United 

State*-Ovrnrd Foreign (Uirrenrie* for 
Payment of Contract* In Foreign 
Countries. 

(a) DOD Directive 5100.29 directed 
the military services to implement the 
policy of utilizing U.8.-owned foreign 
currencies for payment of contracts in 
foreign countries. The Secretary of the 
Navy has designated the Navy Comp¬ 
troller as responsible for preparing the 
consolidated Navy report required by the 
DOD Directive. The NAVCOMPT has is¬ 
sued paragraph 046404 of the Navy 
Comptroller's Manual directing disburs¬ 
ing ocers to forward reports to the Navy 
Comptroller. 

(b> Contracting officers negotiating 
contracts for supplies or services in Ex¬ 
cess or Near-Excess Currency countries 
as set forth in NAVCOMPT Manual 
042552-2d will become familiar with the 
general policy of utilizing U.8.-owned 
foreign excess and near-excess curren¬ 
cies. When the Contracting Officer dc- 
terimnes in accordance with the criteria 
set forth below* that it is not feasible to 
utilize available excess or near-excess 
currencies he will execute the certificate 
set forth below. This certificate will be 
made a part of the contract file. One 
copy of this certificate will be forwarded 
to the designated paying office. The cer¬ 
tificate will read as follows: 

Contract Cehtititatio* 

I hereby certify. M required pursuant to 
Department of Defense Directive 5100.29, 
dated October 22. 1065, and under the au¬ 
thority delegated to me. that It was not 
feasible to make payment from foreign cur¬ 
rency owned by the United 8tat*a Govern¬ 
ment under this contract in the country of 

--In the amount of $__for 

the reason stated below: 

(Cite the criterion applicable in the In¬ 
stant C&8C | 

Signature 


(Name and title of 
person executing 
this certifl cation) 

Ctimu 

The following criteria shall be used in 
determining that payment of certain con¬ 
tracts in foreign currencies is not feasible. 

1. The Treasury Department is not hold¬ 
ing excess or near-exceas foreign currencies 
in the country involved. 

2. The contract is awarded in a foreign 
country where, to the extent provided by a 
treaty or Executive Agreement, or local laws, 
payments are required to be made In US. 
currency. 

3. The contract provides for payment in 
U.8. currency to the extent necessary to ©over 
contractors validated direct US. currency 
coats of the United States export content of 
the procurement Involved. 

4. The contract does not exceed $500. 

5. The contract dees not exceed $10,000 and 
Is for a need which Is compelling and of such 
unusual urgency that serious injury to the 
US. Government would likely be Incurred 
if payment in foreign currency were to be 
Insisted upon. 

6. Evaluation of the oontract proposals 
has resulted In the determination that pay¬ 


ment tn foreign currency would Increase the 
costs to the US. Oovemmont or to DOD 
appropriations. 

§ 737.6-900 Government - to - Govern¬ 
ment Agreement* and Coordination 
Willi Oversea* Commands. 

g 737.6—902 U.S./Au*trnlinn Contract 
Administration Services Agreement. 

(a) The UB./Australian Contract Ad¬ 
ministration Services Agreement of 17 
March 1973 provides for the administra¬ 
tion of Department of Defense contracts 
by the Australian Government where 
performance of contract administration 
services in Australia is required. The 
Agreement sets forth the following: 

Uwrra> St axis-Australia 

Australian Contract Administration 
Proccdvrx 

Definition Contract administration en¬ 
compasses all thoee necessary actions to be 
accomplished In the field, for the benefit of 
the US. DOD purchasing office, which are 
necessary to the performance of the contract 
or in support of the purchasing office. 

Purpose. In general, contract administra¬ 
tion Includes the following matters: 

L Be responsible for assuring compliance 
with the terms of the contract; 

. 11. Serve as a focal point regarding status 

of delivery, production, quality of material 
and other pertinent matters; 

ill. Advise the U.S. DOD purchasing office, 
as appropriate, on all pertinent matters re¬ 
lated to the administration of the contract. 

Procedure . The UJ3. DOD purchasing office 
Issuing a contract may request performance 
of contract administration in Australia. Re¬ 
quests for contract administration shall be 
directed to the Australian Government. De¬ 
partment of Supply. Attention Assistant Sec¬ 
retary of Sales and Aid Branch. Canberra 
ACT 2000 Australia, with a oopy of each re¬ 
quest forwarded to Chief, U.S. DOD Procure¬ 
ment Information Office (PIO), % Depart¬ 
ment of Supply. Constitution Avenue. Can¬ 
berra ACT 2600 Australia. Each request shall 
be accompanied by a copy of the oontract and 
will Indicate the specific matters of contract 
administration the US. DOD purchasing 
office desires to be performed. 

Scope Normally, the following contract 
administration functions will be performed 
by the Department of Supply at the request 
of the US. DOD purchasing offioe: 

I. Review and evaluate contractor's price 
proposals. 

II. Monitor contractor's financial condition 
no as to assure oontract performance Is not 
Jeopardized. 

III. Perform production surveillance and 
report potential slippages in oontract delivery 
schedules. 

lv. Assure contractor's compliance with all 
Australian laws that may affcce Its perform¬ 
ance under the contract. 

v. Perform transportation management as 
necessary. 

vl. Review and evaluate preservation, pack¬ 
aging and packing to assure adequate pro¬ 
tection to present damage In transit. 

vll. Review contractor's engineering as It 
affects contract performance. 

vlli. Assist In settlement of terminations 
for convenience. 

lx. Provldo oversight function to assure 
contractor accountability for DA. Govern¬ 
ment furnished property. 

x. Review and effect changes as necessary 
to assure plant safety and security. 

xl. Perform such other contract adminis¬ 
tration functions as may be requested and 
which are within the contract administra¬ 
tion functions of the Department of Supply. 
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xli. Maintain liaison with the U.8. DOD 
purchasing office and advise as necessary on 
any matters Including those listed above that 
may affect performance under the contract. 

DEPARTMENT OP SUPPLY PROCEDURE. 
A contract approving officer of the Depart¬ 
ment of Supply will be responsible for carry¬ 
ing out the contract administration func¬ 
tion# described in paragraphs above titled 
Procedure and Scope. Ho may call upon 
other representatives of the Department of 
8upply possessing special skills or because 
of their geographic location to assist him 
in performing contract administration. It will 
be his responsibility to Immediately advise 
the US. DOD purchasing office of any mat¬ 
ter that may adversely affect contract per¬ 
formance. For this purpose, it will be his 
decision whether such advice shall be trans¬ 
oceanic telephone, by telegraphic communi¬ 
cation. or by letter. 

The U.S. DOD purchasing office may pro¬ 
vide US. personnel to perform, participate 
or assist in contract administration. This 
normally would oocur only where the sup¬ 
ply or service required by the contract la 
of such sensitive or critical nature that first 
hand observation and participation by UA. 
personnel la essential. 

§ 737.6—93 Coordination With Oversea* 
Command* and Activities Procure¬ 
ment* in Europe will be governed by 
the followingi 

(a) The Naval Regional Procurement 
Office. Naples, serves as an area and cen¬ 
tralized buying activity for naval activi¬ 
ties in Europe. Africa. Iceland, and Mid¬ 
dle East, operating forces in European 
waters, for all activities when purchase is 
effected in Europe: and such other area 
activities and operating forces as may be 
required. The Defense Contract Audit 
Agency. New York Branch, provides cost 
and audit information and support. 

(b) Naval activities having require¬ 
ments that can be satisfied only by Euro¬ 
pean sources will normally forward their 
requisitions to the Naval Regional Pro¬ 
curement Office. Naples. This does not 
relieve such activities from complying 
with current Balance of Payments 
directives. 

(c) Exceptions . The following does not 
apply to sub-paragraphs (a) and (b) 
above: 

(1) Procurement of complete vessels or 
aircraft. 

(2) Procurement of equipment requir¬ 
ing servicing by representatives of for¬ 
eign companies. 

(3) Procurements within an activity's 
authorized purchase authority when 
material is readily available overseas 
<outside CONUS). 

(4) Procurements of aviation support 
Items. 

(5) Other specific exceptions as may 
be granted by the Naval Supply Systems 
Command. 

(d) Contracting Officers utilizing any 
of the above exceptions will: 

(1) Ascertain the existence and appli¬ 
cation of any Oovemment-to-Oovem- 
ment agreements and. subject to the pro¬ 
visions of i 1.109-4 regarding con¬ 
flicts with ASPR provisions based on 
requirements of law, shall comply with 
such agreements. 

(2) Prior to commencement of nego¬ 
tiations with a United Kingdom supplier, 
contact the Naval Regional Procurement 


FEDERAL REGISTER. VOL 40, NO. 


.TUESDAY, JANUARY 7, 197S 








RULES AND REGULATIONS 


1454 


Office. Naples. Contract Administration 
Branch. London, England, for <l> a de- 
terminnUon of whether the proposed 
supplier holds any U.8. furnished tool¬ 
ing. tli> for advice as to the procedures 
to assure that no rental charges payable 
to Her Majesty’s Government will be in¬ 
cluded in price ch&rged. and <iii> for 
information relating to the elimination 
of research and development charges on 
certain British manufactured products. 

§ 737.6-1000 Exemption of Certain 
Contract* W itii Foreign Contractor* 
From the Requirement for an Exami¬ 
nation of Record* <Tame. 

§ 737.6—1001 Statutory Requirement*. 

The report required by 5 6.100Kb) of 
determinations under 1 6.1001 < a) (11) 
shall be prepared by the Chief of Naval 
Material (MAT 021> and submitted for 
Secretarial signature. 

& 737.6—1003 Rcquml* for Determina¬ 
tion* and Finding*. 

Requests for determinations and find¬ 
ings under f 6.1001(a) shall be sub¬ 
mitted through normal procurement 
channels to the Chief of Naval Material 
(MAT 021) for processing. 

g 737.6-1100 l *c of United State*- 
Owned Foreign Currency for Pay¬ 
ment of Contract*. 

§ 737.6-1106 Award*. 

§ 737.6-1106-3 Award* Requiring Ap¬ 
proval by Higher Authority. 

(a) The appropriate official in the De¬ 
partment of the Navy to whom proposed 
procurements shall be referred as re¬ 
quired by i 6.1106-3 is the Comptroller 
of the Navy (NCB-133). Such referral 
shall be direct from the contracting of¬ 
ficer and shall contain the information 
required by 5 6.1106-3. 

Subpart G—Contract Clauses 

§737.7-100 Clau*r* for Fixed-Price 
Supply Goutrnet*. 

§ 737.7—10-1 Oarne* To Be IWd When 
Applicable. 

§ 737.7-1 Of-11 Emu Profit. 

With respect to j 7.104-11(c). see 
5 737.23-201. 

§ 737.7—101—501 Pragma* Payment*. 

The clause set forth below Is author¬ 
ized for use in fixed-price supply .con¬ 
tracts where progress payments on the 
basis of completion of the contract aro 
permitted by f 30.5 (see in particular 
paragraph 501). 

(a) Progress Payments (Oct, 1963), 
Payments of the contract price shall be 
made as follows: 

(1) Seventy-five percent (75 percent) 
(percentage may be varied by the procur¬ 
ing activity) of the contract price shall 
be paid as progress payments in accord¬ 
ance with the provisions of this para¬ 
graph 1. The Contractor, from time to 
time as the work progresses, but not more 
frequently than once a week, may submit 
invoices to the Field Contract Adminis¬ 
trator for certification by him as to the 


percentage of completion of performance 
of the entire contract. The amount of 
each such invoice shall be that percent¬ 
age of the total contract price equal to 
the percentage of completion of the con¬ 
tract. as so certified by the Field Con¬ 
tract Administrator, such sum to be less 
any amounts previously billed for prog¬ 
ress payments. Progress payments shall 
be made to the Contractor of seventy- 
five percent (75 percent) of the net 
amount of each Invoice so submitted 
and certified If upon delivery and ac¬ 
ceptance of all supplies called for by this 
contract, seventy-five percent <75 per¬ 
cent) of the total contract price has not 
been paid under this paragraph 1. any 
balance of such seventy-five percent (75 
percent) shall be paid upon submission 
of a properly certified invoice. 

(2) Twenty-five percent <25 percent) 
of the contract price of each item shall be 
paid upon delivery and acceptance 
thereof upon the submission of properly 
certified invoices showing the Items de¬ 
livered, the contract price of each, and 
the statement -twenty-five percent (25 
percent) due upon delivery.* 

<b> Any and all progress payments 
made hereunder shall be secured, when 
made, by a lien in favor of the Govern¬ 
ment upon the supplies contracted for 
on account of all payments so made and 
on all material and other property ac¬ 
quired for or allocated to the perform¬ 
ance of this contract (except to the ex¬ 
tent that the Government, by virtue of 
any other provision of this contract, or 
otherwise, shall have valid title to such 
supplies, materials, or other property) as 
against other creditors of the Contrac¬ 
tor. If such property is not identified by 
marking or segregation, the Government 
shall be deemed to have a lien upon a 
proportionate part of any mass of prop¬ 
erty with which such property ts cofn- 
mingled. Any Hen provided for by virtue 
of this clause Is paramount to all other 
liens under the provisions of 10 U.S.C. 
7521. 

tc> The Contractor, to the extent de¬ 
termined necessary and practicable by 
the Field Contract Administrator, shall 
identify by marking or segregation of all 
property which Is subject to a lien in 
favor of the Government by virtue of any 
provision of this contract in such a way 
as to indicate that it is subject to such 
lien and that It has been acquired for 
or allocated to the performance of this 
contract. In any event, the Contractor 
shall maintain adequate accounting con¬ 
trol over such property on its books and 
records. 

<d> In the event that the Contractor 
shall procure or maintain insurance upon 
uny materials or other property upon 
which a Hen exists in favor of the Gov¬ 
ernment pursuant to the terms of this 
contract, the policy or policies shall con¬ 
tain a loss payable clause making losses 
payable to the Secretory of the Navy 
on order. Any payments hereunder shall 
inure to the benefit of the Government 
to the extent of any loss suffered by the 
Government and to the Contractor as to 
any remaining balance. The foregoing 
provisions shall not be deemed to require 


that the Contractor procure or maintain 
any such insurance. 

<e) The clause of this contract en¬ 
titled “Payments” Is hereby superseded 
and deleted. 

§ 737.7—10*1—502 Invoicing Inatrurtion* 
for Multiple DemiriAtion*. 

(a) Generally, a separate billing for 
each destination is required by disburs¬ 
ing officers to facilitate abstracting pub¬ 
lic vouchers to receiving activities. Since 
invoicing instructions that accompany 
contracts and orders do not clearly state 
that a bill shall cover supplies designated 
for one destination only, the following 
provisions shall be incorporated in the 
appropriate purchase document as pro¬ 
vided below when more than one receiv¬ 
ing activity is involved: 

(1) Invitation for Bids and Request for 
Proposals (Standard Form 33): In con¬ 
nection with Paragraph 13 of the Terms 
and Conditions entitled “Seller In¬ 
voices.” a separate invoice shall be pre¬ 
pared and submitted In quadruplicate 
for each activity designated to receive 
supplies or services. 

(2) Negotiated contracts and orders: 
A separate invoice sliall be prepared 
and submitted In quadruplicate for each 
activity designated to receive the sup¬ 
plies or services. 

(b> In cases where (1) Inspection and 
acceptance are at contractor’s plant, and 
<2> the contractor's costs for individual 
billing to multiple destinations are con¬ 
sidered disproportionate to the cost of the 
material to be delivered, the contracting 
officer may deviate from this policy enun¬ 
ciated herein by authorizing a consoli¬ 
dation of invoices at the election of the 
contractor. In such Instances, the con¬ 
tracting officer shall substitute the fol¬ 
lowing clauses in lieu of the clauses pre¬ 
scribed in paragraph (a) of this section: 

(I) Invitation for Bids and Request for 
Proposals (Standard Form 33): In con¬ 
nection witli Paragraph 13 of the Terms 
and Conditions, entitled “Sellers In¬ 
voices,” the contractor may elect to pre¬ 
pare and submit hLs Invoices in cither of 
the following ways: <a) a separate In¬ 
voice in quadruplicate for each activity 
designated to receive the supplies or 
services; or (6) a consolidated Invoice 
in quadruplicate covering all shipments 
delivered hereunder. % 

<H> Negotiated contracts and orders: 
The contractor may elect to prepare 
and submit hbi Invoices in either or two 
ways: (a> a separate Invoice In quadru¬ 
plicate for each activity designated to re¬ 
ceive the supplies and services: or <b> 
a consolidated Invoice in quadruplicate 
covering all shipments delivered hereun¬ 
der. 

§ 737.7—104—504 Certificate of Confer- 
rncr Option (Juu%r. 

The following clause is approved for 
ate in fixed-price supply type contracts, 
and to the extent applicable to other 
type contracts, which provide for source 
inspection under conditions specified in 
fi 14.306(0. 

<a) Certificate of Conformance Option 
(November 1963) At the option of the 
Government, to be exercised by the au- 
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thortzed representative of the cognizant 
Inspector, the contractor may be required 
to deliver any or all of the supplies to be 
furnished under this contract without 
prior Government Inspection and to fur¬ 
nish in lieu of such prior Government 
inspection a Certificate of Conformance 
Statement to be attached to. or included 
on. all copies of the applicable Materiel 
Inspection and Receiving Report, DD 
Form 250. One copy of the statement 
shall be signed by the contractor. The 
statement shall read substantially as 
follows: 

I hereby certify that on --— 

107.. tho .....shipped 

(Company name) 

supplies called for by contract number —— 

rta____ on ........--- 

(bUl of lading or other 

__.... in ac- 

shlpplng document Identification) 
cordance with applicable requirements for 
shipment. 

I further certify and the contractor war¬ 
rants that such supplies are of the quality 
specified In the contract (Including any ap¬ 
plicable specification) and In the quantity 
ahown In the applicable Materiel-Inspec¬ 
tion-Report (DD Form 250). 

Firm_ 


Date of Execution 

Note that 18 U.8.C. 1001 prescribes criminal 
penalties for making false representations 
to the Government. 

(b> Notwithstanding any provision of 
tiie certificate referred to above, and 
notwithstanding any provision of the 
clause herein entitled < insert title of in¬ 
spection clause), the Government shall 
have a reasonable time after receipt of 
the supplies by the Government within 
which to inspect them. If there are short¬ 
ages hi quantity or defects in material or 
workmanship, the Government shall so 
notify the contractor who shall, with oil 
possible speed, correct or replace the 
short or defective supplies. If this con¬ 
tains a "Guaranty" clause, as to any 
conflicts between this subpara graph (b) 
and the "Guaranty" clause, the "Guar¬ 
anty" clause shall govern. 

§ 737.7—10-f—303 Total Sulrm Nr^po ri¬ 
sibility. 

(a) General. In certain Instances 
where end Item specifications have been 
originated by a contractor, or the con¬ 
tractor has agreed to be responsible for 
the feasibility, accuracy, sufficiency and 
validity of such specifications, the con¬ 
tractor should assume the risk that end 
Items to be procured will meet or exceed 
the spec!fled performance requirements. 
8uch instances Include, for example. 

(1) Where the contractor generates or 
develops specifications prescribing both 
performance requirements which an end 
Item must meet as well as the details of 
the design and fabrication of the end 
Item; or 

(2) Where a contractor reviews, re¬ 
fines and substantially revises Govern¬ 
ment specifications of such end items; 
or 

<3> Where a contractor has had an 
adequate opportunity to review and to 
modify Government-originated specifi¬ 
cations for such end items and the con¬ 


tractor has agreed or will agree to adopt 
the specifications as its own: 

and where in any of the three foregoing 
situations the Government, after such 
generation, development, review, refine¬ 
ment. revision or adoption of the specifi¬ 
cations by the contractor, makes no fur¬ 
ther modifications or makes only trivia), 
insubstantial or peripheral revisions 
thereafter to those specifications. Unless 
the context otherwise indicates, "speci¬ 
fications." as used herein. Include per¬ 
formance specifications, detail design 
drawings, or other technical data pre¬ 
scribing performance, design or manu¬ 
facturing requirements, or combinations 
of such documents. 

<b) Policy. Circumstances suitable for 
a contractor to assume total system re¬ 
sponsibility as described above are fre¬ 
quently present In procurement where a 
contractor reviews, refines and revises 
Government specifications; and in other 
procurements from the original de¬ 
veloper and designer of an item. With 
respect to other situations, however, the 
Government should not request a con¬ 
tractor to assume such technical and fi¬ 
nancial risks unless the contractor is af¬ 
forded an adequate opportunity by one 
means or another to develop, or to review 
and modify, the specifications. The 
words "adequate opportunity" are in¬ 
tended to mean an opportunity which is 
more than trivial, unsubstantial or pe¬ 
ripheral; i.e.. an opportunity commensu¬ 
rate with the risk to be assumed. The 
Total System Responsibility Clause may 
be adapted to apply to procurements in 
which less than total system responsi¬ 
bility is to be assumed by a contractor, 
eg., responsibility for a componet, assem¬ 
bly. subsystem, etc. 

(c) Clause. In the procurement circum¬ 
stances described in pargaraph (a) of 
this section, a clause substantially as fol¬ 
lows may be used: 

Total System Responsibility, (a) The Con¬ 
tractor has represented and this contract has 
been executed on the basis that the Contrac¬ 
tor (has developed/lias reviewed, refined and 
substantially revised*| the specifications 
(which term includes drawings) recited in 
Section —— of this contract entitled 

”-Such specification set forth 

the performance requirements for the Con¬ 
tractor's proposed (description of end Item(s) 
of supplies or services). Accordingly, not¬ 
withstanding any conflict or inconsistency 
which hereafter may be found between 
achievement of the aforesaid performance re¬ 
quirements and adherence to the Contrac¬ 
tor's proposed design for the (end ltem(s)| 
to be delivered or performed hereunder will 
meet or exceed the performance require¬ 
ments of the said specifications. 

(b) The Contractor hereby acknowledges 
that it has no right to assert again*t the 
Government, its officers, agents or employees, 
any claims or demands with respect to tho 
aforesaid specifications as are In effect on the 
date of award of this contract (1) based upon 
impoeslblllty of performance; defective. In¬ 
accurate, unfeasible. Insufficient or Invalid 
specifications; Implied warranties of suita¬ 
bility of such specifications; or (11) otherwise 
derived from tho aforesaid specifications, and 
hereby waives any claims or demands &o based 
or derived as might otherwise arise. 

(c) Notwithstanding tho "Changes" clause 
or any other clause of this contract, the Con¬ 
tractor hereby agrees that no changes to 
aforesaid specifications which may bo nec- 
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esaary to permit achievement of the perform¬ 
ance requirements or any other technical re¬ 
quirements not Inconsistent with such per¬ 
formance requirements specified herein for 
the Contractor's proposed (end itcm(s) | 
shall entitle the Contractor either to any In¬ 
crease tn the | fixed prlce/targct cost, target 
price or celling price *| as eet forth in Sec¬ 
tion _ — of this contract entitled "-- 

_ M or to any extension of tho delivery 

times for the (end item(s) | beyond those set 
forth In 8ectlon-of this contract en¬ 
titled "...- 

id) Procedures. (1) Evaluation of con¬ 
tingency. Where a solicitation Includes 
the foregoing provision, that solicita¬ 
tion may require offerors to submit alter¬ 
nate prices based upon performance of 
the proposed contractual provisions in¬ 
cluding and excluding the foregoing 
clause. The price differential between 
such alternate offers, if any, should be 
evaluated to determine fi) Its reason¬ 
ableness and (ii) whether the differential 
justifies the inclusion of Total System 
Responsibility In the contract. 

(2) Related provisions. The specifica¬ 
tions referred to in paragraph <a> of tho 
foregoing clause should be enumerated 
tn the contract schedule, identifying 
each performance specification and each 
specification of other types, as applicable. 

§ 737.7—105 Additional (lsitsea. 

The clauses set forth in 6 7.105 and 
this NPD shall be used In accordance 
with any instructions provided for a par¬ 
ticular clause, when It is desired to cover 
the subject matter thereof. 

§ 737.7—105—$ Notice of Shipment*. 

The following provisions shall be used 
with the Notice of Shipments clause In 
1 7.105-4 and shall be inserted immed¬ 
iately after the Notice of Shipments 
clause as provided below. 

(a) Notification to Consignee. (1) The 
following clause shall be inserted In all 
supply contracts where shipments are 
to be made in carload or truckload lots: 

Notice of Shipment to Consigner. (Oct. 
1SS3). Whenever a shipment or a carload or 
truckload lot U destined to a consignee 
located less than 1.000 air miles from the 
point of shipment and Is tendered to a 
carrier hereunder (regardless of whether 
the shipment is transported undrr a com¬ 
mercial or Government bill of lading), the 
Contractor shall send a prepaid telegram to 
the consignee the same day. The telegram 
shall Include the following information: con¬ 
tract or order number: date of shipment; 
brief description of the commodity and how 
packed: weight In pound* and number of 
pieces; Government or commercial bill of 
lading number; complete routing including 
car number(s) and initials if by rail, or 
number of truckloads If by truck; military 
route order number If applicable; and ulti¬ 
mate destination if to be transshipped. When 
consignee Is located more than 1.000 air 
miles from the point of shipment and ship¬ 
ments are made on commercial bills of lad¬ 
ing with Inspection at destination, the Con¬ 
tractor shall on the same day send an airmail 
letter to the consignee, which contains the 
Information outlined above. 

When classified contracts are Involved, the 
foregoing clause will be modified as appro¬ 
priate to provide that the words "contract 
item number" wUl be substituted for the 
words "brief description of the commodity.'* 


•Use appropriate phrase. 


FEDERAL REOIStER, VOL. 40, NO. 


TUESDAY, JANUARY 7, 197$ 















1456 


RULES AND REGULATIONS 


(2) Where shipments are not to be 
made in carload or truckload lots, the 
DD Form 250 (Material Inspection and 
Receiving Report) or the Government 
bill of lading, os appropriate, will be 
relied upon as the usual notice of ship¬ 
ment. 

<b> Notification to Cognizant Contract 
Administration Office. The following 
clause shall be Insterted In all supply 
contracts where shipments are made on 
the basis of destination inspection with 
progressing and expediting to be per¬ 
formed by the cognizant field contract 
administration office at origin: 

Notice of Shipment to Cognisant Contract 
Administration Office (Jan. 1966). Whenever 
a shipment is made under this contract (re¬ 
gardless of whether the shipment U trans¬ 
ported under a commercial or Government 
bill of lading), the Contractor shall notify 
the cognizant field contract administration 
office by the most exepdlcnt means. The noti¬ 
fication shall Include the following Infor¬ 
mation: date of shipment; contract number; 
item number and quantity shipped; and 
name of carlrer accepting shipment from 
the contractor. All notifications made by 
telephone shall be subsequently confirmed 
In writing. 

§ 737.7—150 Clnmc for Reserve Fending 
Execution of Release. 

The following clause shall be included 
in all fixed-price contracts requiring a 
release as a condition precedent to final 
payment, as prescribed In 9 737.32-402 

(a): 

After payment of eighty per cent (80 per¬ 
cent) of the total contract price, further 
payments shall be withheld until a reserve 

of —-dollars (•— ) shall have been 

set aside, such reserve to be paid to the con¬ 
tractor at the time of final payment. The 
contractor and each assignee under an as¬ 
signment in effect at the time of final pay¬ 
ment shall execute and deliver at the time 
and as a condition precedent to Anal pay¬ 
ment, a release In form and substance satis¬ 
factory to and containing such exceptions as 
may be found appropriate by tho Contracting 
Officer, discharging the Government. Its of¬ 
ficers. agents and employees of and from 
liabilities, obligations and claims arising un¬ 
der this contract. 

The reserve In each case shall be not less 
than one per cent (1 percent) and not more 
than four per cent (4 percent) of the total 
contract price, but in no event more than 
one hundred thousand dollars ($100,000). 
(See 17.104-21 with respect to limitation 
on withholding of payments.) 

g 737.7—200 flsuMo for Oo*i-Reim- 
bureement Type Supply Contracts. 

§ 737.7—203 Required ( lutw*. 

§ 737.7-203-3 Subcontract*. 

The Subcontracts clause included in 
9 7.203-3 may be modified in accordance 
with 9 7.203-8 by the contracting officer, 
when he deems it appropriate in the case 
of an individual contract. However, the 
clause shall not be modified for general 
application, affecting more than one con¬ 
tract, without obtaining the approval of 
the Chief of Naval Material (MAT022). 

§ 737.7-201 Clauses To Be Used When 
Applicable, 


g 737.7—201—50 Invoicing Instructions 
foe Multiple Destinations, 

In accordance with the instructions in 
9 737.7-104-502, Include the appropriate 
provisions set forth therein. 

§ 737.7—205 Additional Clauses. 

The clauses set forth in 9 7.205 and 
this NPD shall be used, in accordance 
with any instructions provided for a par¬ 
ticular clause, when it is desired to cover 
the subject matter thereof. 

§ 737.7—205—51 Notice of Shipment*. 

When required by 9 737.7-105-4, in¬ 
clude a clause as set forth therein. 

§ 737.7—300 f .lame* for Fixed-Price Re- 
*earrl» and Development Contract*. 

§ 737.7—30-1 Additional Clause*. 

The clauses referenced in 9 737.7-304 
shall be used, in accordance with any in¬ 
structions provided for a particular 
clause, when it is desired to cover the 
subject matter thereof. 

§ 737.7—100 Clause* for Co*t-Reim- 
Imrsomcn! Type Re*enreli and Devel¬ 
opment (Contract*. 

§ 737.7—102 Rcqnircd C1au»e*. 

§ 737.7—102—3 Subcontract*. 

The Subcontract clause contained in 
9 7.402-8 (a» may be modified in accord¬ 
ance with 9 7.402-8 ib) by the contract¬ 
ing officer, when he deems it appropriate 
in the case of an individual contract. 
However, the clause shall not be modified 
for general application affecting more 
than one contract, without obtaining the 
approval of the Chief of Naval Material 
tMAT 022).The same requirements as 
to level of approval shall apply to modi¬ 
fication of the other version of the Sub¬ 
contracts clause provided by 9 7.402-8 
(O for contracts without fee with edu¬ 
cational institutions, except where a 
modification is specifically stated In 
f 7.402-8(0 to be in the discretion of 
the contracting officer. 

§ 737.7—600 Clause* for ConMrurlton 
and Arrbilrrl-Fngineer Contract*. 

§737.7—602 Clame To lie l'*ed When 
Applicable. 

The following clause shall be included 
in contracts and modifications which re¬ 
quire. or may require. Civil Works as 
defined in 5 737.1-401-53. 

(a) The Commander, Naval Facilities En¬ 
gineering Command, having cognizance of 
the construction of aU Items at privately 
operated establishment* which would con- 
•titute Public Works or Public Utilities If 
constructed at a Shore Establishment of the 
Navy (such Items being hereinaUer referred 
to as Civil Works), is hereby designated a* 

the authorized representative of the ..._• 

with respect to any such Civil Works 
called for by this contract, said delega¬ 
tion Including but not being limited to 
the performance of the following functions; 

(1) Approving the selection and compen¬ 
sation of an architect or engineer; 


•Identify activity. 


(ii) Approving the selection and fee of a 
general building contractor; 

(Ui) Consent to the placement of any sub¬ 
contract for ClvU Works; 

(iv) Approving any plans or specifications; 

(v) Approving of major alterations or in¬ 
creased costs within the estimated coat set 
forth in this contract for ClvU Works; 

(vl) Inspection, supervision, administra¬ 
tion of the terms of the subcontract and ac¬ 
ceptance of performance; 

(vUI) Monitoring compllanoe with labor 
standards requirements; and 

(vlil) Ordering or approving changes re¬ 
lating to the Civil Works. 

(b) Tho-••, acting for the Com¬ 

mander, Naval Faculties Engineering Com¬ 
mand, will have Jurisdiction only over the 
ClvU Works design, construction and Instal¬ 
lation. unless otherwise specifically provided 
in this contract or unless otherwise deter¬ 
mined by mutual agreement between the 
purchasing office and the Naval Faculties 
Engineering Command. 

§ 737.7—300 Clauses for letter Con¬ 
tract*. 

§ 737.7—302 Required Clause*. 

§ 737.7-302—5 Dr Unitization. 

7-802.5 Definitizatinn. The type of 
definitive contract to be inserted In the 
DefinlUzation Clauses, as used in 9 3.408 
(d>. refers merely to the general type of 
contract. i.e.. fixed-price type contracts 
9 3.404. cost-reimbursement type con¬ 
tracts 9 3.405). The prices proposed at 
time of conversion and other circum¬ 
stances surrounding the procurement 
may then govern the specific type of con¬ 
tract, within the general type specified 
in the letter contract to be used for the 
definitive contract. 

Subpart H—Termination of Contracts 
§ 737.3-700 Clau*es. 

§ 737.3-750 Special Purpose Clause*. 

Pursuant to 9 8.700, requests for 
authority to use special purpose termi¬ 
nation clauses shall be made to the Chief 
of Naval Material (MAT 021). However, 
ASPR Section VIII termination clauses 
arc not in all ca*>es suitable for facilities 
contracts. Accordingly, procuring activ¬ 
ities are authorized to use appropriate 
termination clauses in such contracts 
without further reference to the Head¬ 
quarters Naval Material Command, pro¬ 
vided such clauses are consistent with 
the policies set forth in Part 8 and Part 
13. and have been approved as to form 
and legality by the Office of the General 
Counsel. 

Subpart I—Patents. Data, and Copyrights 
§ 737.9—100 Patent*. 

§ 737.9—103 Patent Indemnification of 
Government by Contractor*. 

§ 737.9-103—1 Patent Indemnification 
in Farilitie* Contract*-—(Uiminerrial 
Statu* Predetermined. 

A blanket deviation is authorized for 
use in contracts involving the acquisition 
of industrial faculties. This deviation 
permits the Patent Indemnity (Prede- 


•• Insert name and address of cognizant 
NAVFACENOCOM Division. 
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tcrmlncd) clause of §9.103-Ka> to be 
modified by the Insertion ol "(a) M at the 
beginning thereof and the addition, at 
the end thereof, of the following new 
paragraph: 

(b) The contractor agrees to tnoert the 
provision* or paragraph (a) of this clause, 
or similar provisions, in all subcontract* or 
purchase orders for standard commercial 
articles requiring such subcontractors and 
vendors to Indemnify the Government, and 
its offleora. agents, and employees, against 
liability, including coata and expenses, for 
infringement upon any letters patent of the 
United States. Except with respect to mate¬ 
rials. articles, or products designed and built 
by the Contractor and except with rcepect 
to Items designed by the Contractor on which 
the Contractor collects royalties, the Con¬ 
tractor shall not be required to indemnify 
the Government, or Its officers, agents, or 
employees, under the provisions of said para¬ 
graph, unless the Contractor neglected or 
failed to Include provisions, as hrrrlnabove 
required. In the purchase order or subcon¬ 
tract under which the Item or Items involved 
In any patent infringement litigation were 
purchased. 

§ 737.9—107 Pulrnt Right* Fuller Con¬ 
tracts for Hc*can*h and Development. 

g 737.9—107—30 Enforcement of lie- 
porting Requirements of Patent 
Rights (Huiisc*. 

fa) Invention Disclosure*, Reports cnid 
Related Documents. The ACO is respon¬ 
sible for obtaining and forwarding to the 
PCO invention disclosures, copies of sub¬ 
contracts. reports and related documents 
required to be furnished by contractors 
under the Patent Rights clauses. Notifi¬ 
cation of awards and completion of sub¬ 
contracts shall be similarly obtained for 
forwarding to the PCO. Requests for au¬ 
thorization to include, in a subcontract 
for experimental, developmental or re¬ 
search work, a Patent Rights clause other 
than that of the prime contract shall be 
referred to the PCO for recommendation. 
(See § 9.107-4(g)>. 

(b) Reimbursement Restrictions. Ap¬ 
propriate instructions on this subject for 
the paying officer are contained In para¬ 
graph 046352-2 of the NAVCOMPT Man¬ 
ual. 

§ 737.9—109 Follow-up of Patent Right*. 

Each procuring activity shall maintain 
an appropriate system of follow-up in 
connection with patent rights under its 
contracts, as required by §9.109, in 
order that Inventions in which the Gov¬ 
ernment may have an interest may be 
properly identified, and formal agree¬ 
ments evidencing the Government's 
rights therein shall be obtained. 'Sec 
§ 737.9-413) 

§ 737.9-300 Foreign licence and Tech¬ 
nical AnaUinre Agrertm-nl*. 

§ 737.9-301 Technical Information for 
Foreign Release under Section 414 
of the Mutual Security Act «f 193-1, 
a* amended (22 U.S.C. 1934) and 
under the Foreign A*»iMtnncc Act of 
1961 (22 DAC 2336). 

Sec SECNAV Instruction 5710.8A, 
dated 1 December 1959 <32 CFR Part 
744) and International Traffic in Arms 
regulations <22 CFR 121.01-128.01). 


g 737.9—100 Procuring Iicen*e*, Align¬ 
ments, and Infringement Claim*. 

g 737.9—101 Reporting of Patent, 
Trade-Murk, or Copyright Infringe¬ 
ments. 

Each procuring activity which receives 
any direct or indirect charge or threat of 
patent, trade-mark, or copyright in¬ 
fringement. or which has knowledge of 
such infringement, shall bring this Infor¬ 
mation to the attention of the Chief of 
Naval Research (Code 300). 

§ 737.9—113 Register of Government 
Interest in Patent*. 

Licenses, assignments, and other In¬ 
terests of the Government in patents or 
applications for patents are required to 
be forwarded to the Commissioner of Pa¬ 
tents for recording (see §9.413). Tills 
requirement is performed for the De¬ 
partment of the Navy by the Chief of 
Naval Research. Therefore, the originals 
of licenses, assignments, and other docu¬ 
ments evidencing interests of the Gov¬ 
ernment in patents or applications for 
patents shall be sent to the Chief of 
Naval Research (Code 300). 

Subpart J—Bonds, Insurance, and 
Indemnification 

g 737.10-100 Bond*. 

§737.10-112 Execution and Adminis¬ 
tration of Bond* and C*4>n*cntf of 
Surety. 

g 737.10-112-50 Bond*. 

(a) Examination . Where bonds are re¬ 
quired in support of a contract, the Con¬ 
tracting Officer shall ascertain that the 
bond tendered is in the penal sum re¬ 
quired and that it properly describes the 
contract in support of which it was given. 
Purchasing offices having counsel as¬ 
signed shall be responsible for examining 
the bonds as to (1) form. (2) the suffi¬ 
ciency of the surety, and <3) the author¬ 
ity of the agent executing the bond. In 
the case of other purchasing offices, the 
bond shall be referred to the cognizant 
procuring activity for purposes of mak¬ 
ing this examination. One (1) executed 
copy of the bond is filed with the 
contract. 

(b) Exceptions . (1) Annual Bonds are 
not to be used for construction contracts. 

(2) Annual Performance Bonds 
(Standard Form 35), a cumulative form, 
shall not be acceptable for contracts of 
more than one purchasing office. 

<c) Submission. (1) Annua) Bid Bonds 
(Standard Form 34) may name the De¬ 
partment of the Navy as obligee for any 
non-construction bids to the Navy and 
shall be forwarded to the Contract In¬ 
surance Section, Procurement Policy 
Branch 'MAT 0212H), Headquarters 
Naval Material Command, Washington. 
DC. 20380 for examination, aproval and 
custody as a central point of reference. 

(2) Annual Performance and Pay¬ 
ment Bonds for Master Ship Repair Con¬ 
tracts, a special non-cumulative form, 
shall be forwarded to the Contract In¬ 
surance Section, Procurement Policy 
Branch (MAT 0212H), Headquarters 
Naval Material Command, Washington. 


D.C. 20360 for examination, approval and 
custody. 

§737.10—300 InitmiKc— Com* r«L . 

§ 737.10-301 General. 

§737.10-301-50 Procrdurr for Trial- 
♦«g (Juiin* by Third Prr*on* Umler 
Navy Contract* Providing for \»* 
Mjinption of Ri*k b> ihr Government. 

The following procedure shall be 
followed in making all payments pursu¬ 
ant to the contract provisions prescribed 
in ASPR. under which the Government 
assumes the risk of liability to third per¬ 
sons. This procedure applies only to the 
cases of liability to third persons not 
compensated for by Insurance or other¬ 
wise. 

(b) When a claim is made by a third 
person for loss of or damage to property, 
death or bodily injury not compensated 
for by Insurance or otherwise arising out 
of performance of a contract, the officer 
in charge shall submit to the procuring 
activity having cognizance of the con¬ 
tract statements of all pertinent facts, 
together with his recommendation and 
the recommendation of the contractor as 
to the action to be taken with respect to 
the claim, and the amount, if any, to be 
paid In discharge thereof. The procur¬ 
ing activity shall promptly forward such 
statements with such recommendations 
at it may care to make to the Chief of 
Naval Material (MAT0212H) for deter¬ 
mination, (1) whether the Government 
has assumed liability for such claim of a 
third person, and <2> If so. the amount to 
be paid to such person In discharge of the 
claim. At the time of submission to the 
procuring activity, a duplicate copy of 
such statements and recommendations 
shfUl be sent by the officer in charge to 
the Chief of Naval Material < MAT 
0212H). The Chief of Naval Material 
shall advise the procuring activity having 
cognizance of the contract of such action 
as may be required by such determination 
unless w'ritten approval of different ac¬ 
tion is first obtained from the Chief of 
Naval Material. 

.(C) (1) If the Chief of Naval Material 
determines that the Government has as¬ 
sumed the liability for the claim of a 
third person arising out of performance 
of a contract, such third person shall be 
paid the amount fixed by the Chief of 
Naval Material unless pursuant to appeal 
by the contractor, os provided under the 
Disputes clause, a different amount shall 
be allowed to the third person. 

<2) If the Chief of Naval Material de¬ 
termines that the Government did not 
assume such liability, no payment by the 
Government in respect thereof shall be 
made, unless pursuant to appeal by the 
contractor as provided under the Dis¬ 
putes clause, a different decision Is made 

(d) The officer in charge under a con¬ 
tract shall Instruct the contractor to give 
such officer immediate notice of any suit 
or action filed against the contractor 
arising out of the performance of the 
contract, the cost and expense of which 
may be reimbursable to the contractor 
unless the terms of the contract and the 
risk of which is uninsured or in which 
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die amount claimed exceeds the amount 
of Insurance coverage the officer in 
charge shall further direct the contractor 
to furnish Immediately copies of all per¬ 
tinent papers received by the contractor 

<e> All questions In connection with 
the matters covered by this directive 
shall be referred to the Chief of Naval 
Material, Contract Insurance Section. 
Procurement Policy Branch <MAT 
0212H», or with respect to form and 
legality, to the Office of General 
Counsel. 

§ 737.10-301—51 Payment *>f Amount* 
Dur Contractor* Upon Final Compu¬ 
tation of Insurance Under Govern¬ 
ment-Type Retrospect ive Rating 
Plan. 

Upon the fiual computation of the 
premium under policies of insurance ob¬ 
tained by the contractor pursuant to a 
Government-type retrospective rating 
plan approved by the Chief of Naval 
Material, covering work under a Navy 
contract which provides that the cost of 
such insurance is an item of cost to the 
Government thereunder, an amount may 
be found due and owing on account of 
such premium. In such event the Chief of 
Naval Material shall inform the procur¬ 
ing activity having cognizance of the 
contract that such amount is due ami ow¬ 
ing on account of the premium, and, if 
the funds vhlch have been allocated to 
the contract are not sufficient, this 
amount shall be paid as an item of coat 
under the contract out of the appropriate 
funds. 

§ 737.10-351 Authority of lltr Contract 
Insurance Section, Procurement 
Policy IIrunt'li. Headquarter* Naval 
Material Command. 

(a) The Contract Insurance Section 
• MAT 0212H) shall formulate Insurance, 
bonding and indemnification policies 
and procedures for application in De¬ 
partment of the Navy procurements and 
shall supervise their execution pursuant 
to such administrative instruction as 
may be issued by the Chief of Naval 
Material. The Head of the Contract In¬ 
surance Section ‘MAT 0212H) is desig¬ 
nated as the duly authorized represent¬ 
ative of the Chief of Naval Material for 
the performance of the functions de¬ 
scribed la <b> (2) below. 

<b> Except to the extent required by 
directive or regulation to be performed 
by the Defense Contract Administration 
Services. DSA: 

(1) The Contract Insurance 8ectlon 
‘MAT 0212H> is responsible for super¬ 
vising. requiring, approving or disapprov¬ 
ing the procurement of Insurance by 
extractors pursuant to terms of con¬ 
tracts of the Department of the Navy, 
and to determine the reasonableness of 
the cost of such insurance. Questions 
concerning Insurance, bonds, the as¬ 
sumption of risks or indemnification shall 
be referred to the Contract Insurance 
section <MAT 0212H). 

(2) The Chief of Naval Material or his 
duly authorized representative, is au¬ 
thorized to act by direction of the Sec¬ 
retary of the Navy, or as the duly author- 
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iacd representative of the Head of a Pro¬ 
curing Activity, tlxe contracting officer, 
or any other Naval official designated In 
such a contract: 

(i) To require or approve insurance 
whenever a contract provides that a con¬ 
tractor shall procure such insurance as 
may be required or approved by the De¬ 
partment, by the Secretary of the Navy, 
the Head of a Procuring Activity, the 
contracting officer, or by any other offi¬ 
cial of the Department; 

(ii> To execute, sign or endorse in the 
name of and by direction of the Secretary 
of the Navy any and all <A> lost policy 
releases; <B> proofs of loss; <C> subro¬ 
gation agreements; (D> endorsements of 
policies for claims and/or return pre¬ 
miums; iK) payments orders; and (F) 
insurance droits made payable to the 
Secretary of the Navy and not affecting 
the obligating of appropriations; and 
(ill) To advise and recommend to the 
Secretary of the Navy or other author¬ 
ized interested officials of the Navy De¬ 
partment regarding (A) insurance drafts 
a Heeling the obligating of appropria¬ 
tions, and <B> assignment to assume 
payment of premiums found to be due 
after the completion of a contract, 

§737.10-500 lti*urnn<T Under Co»t Rr« 
iml)urM»mrnt» Type Contract*, 

§ 737.10-501 Policy. 

§ 737.1 $-50 1-50 liability of Subron- 
tractor* to Third PfTMHtf. 

The policy of the Department of the 
Navy is that, in general, it will not as¬ 
sume liability of subcontractors to third 
persons. However, contracting officers are 
authorized to extend the principles set 
forth in i 7.203-22 to cost-plus-fixed-fee 
subcontracts made with cost-plus-fixed - 
fee contractors with the Department of 
the Navy, whenever the particular cir¬ 
cumstances arc such that In the Judg¬ 
ment of the contracting officer and the 
Contract Insurance Section ‘MAT 
0212H> of the Headquarters Naval Mate¬ 
rial Command such action will benefit the 
Government. In such event, the Navy 
contract shall require the insertion of 
appropriate provisions in cost-plus-fixed 
fee subcontracts thereunder. 

§ 737.10-503—50 Covrmmmt Property 
in PoM«*-iiKi of Subcontractor*. See 
§ 737.13-101-2. 

§737.10-552 I,ra*r*. 

<a) Government-owned personal and 
real property leased under the authority 
of 10 U.S.C. 2667 shall be insured except 
that when more than 75% of the total 
use of the facilities is for Government 
work, pertinent information shall be sub¬ 
mitted to the Headquarters Naval Mate¬ 
rial Command. Contract Insurance Sec¬ 
tion (MAT 0212H) for consideration 
whether the requirement for insurance 
shall be waived in favor of the Govern¬ 
ment’s assumption of the risk of loss of 
or damage to the facilities. Leases may be 
modified as necessary to accomplish tho 
above. 

< b) Where insurance is required under 
the provisions of this directive, the lessee, 
at his own expense, sliaU procure and 


maintain Fire and Extended Coverage 
insurance or its equivalent and, where 
applicable. Boiler and Machinery insur¬ 
ance, in an amount equal the replace¬ 
ment value of the property less deprecia¬ 
tion or in any lesser amount determined 
by the contracting officer with the ap¬ 
proval of Uie Contract Insurance Sec¬ 
tion (MAT 021211), and shall maintain 
such insurance for the period of the 
lease. The use of co-insurance clause 
will be permitted but failure of the lessee 
to comply with the obligations of such 
clause will not relieve the lessee of its 
responsibilities under any other terms 
of the lease. The above forms of insur¬ 
ance are applicable to land facilities; 
forms of insurance on other types of 
facilities (floating drydocks. mobile 
power plants, etc.) will be required and 
designated by the Contract Insurance 
Section *MAT 0212H). 

to) The foregoing insurance shall be 
issued in the names of the lessee and of 
the United States of America (Depart¬ 
ment of the Navyi and shall contain a 
loss payable clause reading as follows: 

Los*. U any. under till* policy shall be 
adjusted with (Le*see) and the proceed*, at 
the election of the Government, shall bo 
payable to the < Lew*); any proceeds not 
paid to the (Lessee) shall be payable to the 
Treasurer of the United States or America. 

(d) In addition to the above insur¬ 
ance for the protection of Government- 
owned property, the lessee, at Ills own 
expense, shall insure or otherwise pro¬ 
tect his liabilities and those of tlie Gov¬ 
ernment to employees and their persons. 

(e> Each policy of insurance shall con¬ 
tain provision for thirty days prior notice 
to the Contract Insurance Section < MAT 
0212H) in the event of cancellation of 
the policy. A certified copy of each in¬ 
surance policy shall be deposited with 
said Insurance 8ectioru 

(f) Existing leases involving signifi¬ 
cant insurance costs shall, to the extent 
feasible, be modified to conform to the 
requirements ASPR. 

§ 737.10—700 Indemnification of Con- 
tractor* and Subcontractor*. 

§ 737.10-700-1 General. 

(a) It is Department of the Navy policy 
to rely upon the commercial insurance in¬ 
dustry to the maximum practicable ex¬ 
tent to protect its contractors against 
risks arising under contracts. In some 
limited situations, however, it may In¬ 
stead be preferable or necessary to pro¬ 
vide a form of Government indemnifi¬ 
cation—whether in lieu of insurance, in 
excess of underlying insurance, or under, 
deductible insurance. Instances where 
Indemnification may be explored are: 

(1) Where there Is a continuing pro¬ 
gram. such as the nuclear vessel pro¬ 
gram. where total insurance premium 
costs over a period of time could 
well approximate the dollar coverage 
afforded: 

(2) A war risk In areas where hos¬ 
tilities are involved; 

*3) Where the cost of Insurance Ls ' 
so excessive it is unreasonable and con- J 
stitutes a “turn down quotation '; 
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<4> Where the Government risk Is 
rated only on its own isolated experi¬ 
ence and is not shared with the risks of 
others, whether or not the risk is un¬ 
usually hazardous; 

<5> Where an urgent requirement 
affords insufficient time to receive a well- 
considered insurance quotation: 

<6) Where the degree of risk is either 
very small or is potentially catastrophic; 
or 

(7) Where indemnification of the de¬ 
ductible portion of insurance coverage 
will substantially reduce insurance costs. 

(b> All matters concerning indemnifi¬ 
cation alia 11 be referred to the Contract 
Insurance Section (MAT0212H) for deci¬ 
sion or recommendation sufficiently in 
advance of contracting unless otherwise 
specifically authorized. 

§ 737.10-701 Indemnification Under 
It c* cart’h and Development i 4»n- 
truct*. 

(a) 10 U.S.C. 2354 provides that: 

U) With the approval of the Secretary 
of the Military Department concerned, any 
contract of a Military Department for re¬ 
search or development, or both, may provide 
that the United State® will Indemnify the 
contractor against either or both of the fol¬ 
lowing. but only to the extent that they arise 
out of the direct performance of the con¬ 
tract and to the extent not compensated 
by Insurance or otherwise: 

(1) Claims (including reasonable expense* 
of litigation or settlement) by third per¬ 
mits. Including employees of the con tractor, 
for death, bodily Injury, or lone of or damage 
to property, from a risk that the contract 
defines oe unusually hazardous. 

(2) Leva of or damage to property of the 
contractor from a risk that the contract de¬ 
fines as unusually hazardous. 

(b) A contract, made under subsection 
(a), that provides for Indemnification must 
also provide for 

(1) notice to the United StateA of any 
claim or suit against the contractor for the 
death, bodily injury, or loes or of damage to 
property; and 

(2) control of or assistance in the defense 
by the United States at Its election, of that 
suit or claim. 

(c) No payment may be made under stib- 
soctlon (a) unless the Secretary of the De¬ 
partment concerned, or an officer or official 
of fits department designated by him. certi¬ 
fies that the amount Is Just and reasonable. 

(d) Upon approval by the Secretary con¬ 
cerned. payments under subjection (a) may 
be made from 

(1) funds obligated for the performance 
of the contract concerned; 

(2) funds avaUable foe research and de¬ 
velopment. or both, and not otherwise obli¬ 
gated; or 

(3) funds appropriated for those payments. 

<b) The authority to approve the in¬ 
clusion of any such indemnity provision 
in research or development contract, to¬ 
gether with the authority to approve the 
amount of any payment under 10 U.8.C. 
2354 (c) is delegated to the Chief of Naval 
Material and to one assistant designated 
by him for such purpose The authority 
to approve the source of the funds out of 
which any such payment is made, under 
the last sentence of the above-quoted 
section, is hereby delegated to the Deputy 
Comptroller. Department of the Navy, 
and to one assistant designated by him 
for such purpose. 


(c) The Chief of Naval Material has 
designated the Deputy Chief of Naval 
Material (Procurement and Production) 
as the assistant to him for the purpose set 
forth in paragraph (b) of this section. 

S 737.10-702 Indemnification Under 
Other Than Research and Develop¬ 
ment Contracts Against Unusually 
ffa/ardouft Rinks nnd Nuclear Ri»1l« 
Not Considered Unimiallv Hazard¬ 
ous. 

Use of the clause set forth in 510.702 
<b) for indemnification under Public Law 
85-804 is authorized in the Department 
of the Navy by the Secretary of the Navy 
for contracts embracing specific projects 
or programs for which such authority' Is 
appropriate. Requests for inclusion in 
such authorization shall be made to the 
Contract Insurance Section (MAT 
021211 > with sufficient narrative justifi¬ 
cation for submission by that office to 
SECNAV. 

Subpart L—Labor 

§ 737.12-100 Ban.r Labor Policies 
§ 737.12-102 Overtime. 

§ 737.12—102—t Approval*. 

<a> Designation o/ Officials To Ap¬ 
prove Overtime Premiums at Govern¬ 
ment Expense. (1) Pursuant to 112.-02- 
4(e). the following persons are appointed, 
without power of redelcgation, for the 
purpose of making determinations under 
9 12.102-4: 

(I) The Heads of Navy Procuring Ac¬ 
tivities. as defined in I 1 201—7. 

(it> The Vice Commander of each Sys¬ 
tems Command and the Deputy Chief of 
each Navy Bureau and of the Office of 
Naval Research: Deputy Chief of Staff 
for Installations and Logistics of the 
Marine Corps; and the Deputy and Chief 
of Staff, Military Sealift Command. 

(lii> The Deputy or Assistant Com¬ 
manders of the Systems Commands. As¬ 
sistant Chiefs of each Bureau and of the 
Office of Naval Research, the Director of 
Contracts or equivalent In each Systems 
Command and in the Office of Naval 
Research In charge of contracts, the 
Project or Deputy Project Manager of 
the Chief of Naval Material designated 
Project Management Offices, the Assist¬ 
ant Deputy Chief of Staff for Installa¬ 
tions and Logistics of the Marine Corps 
and the Assistant Chiefs of Staff. Mili¬ 
tary 8ealift Command. 

(iv) Fleet. Type, and Military Sealift 
Command Area and 8ub-Area Com¬ 
manders. with respect to procurements 
involving alteration, repair, and conver¬ 
sions of vessels. 

(2> If overtime premiums at Govern¬ 
ment expense have been approved or are 
contemplated in a particular procure¬ 
ment for which a business clearance will 
be prepared and submitted in accord¬ 
ance with § 737.1-403-50, such clearance 
shall contain a Statement of Justifica¬ 
tion indicating that necessary' ap¬ 
proval (s) for such premiums have been 
obtained. If appropriate, a copy of such 
approval's) or determination^) ob¬ 
tained may be appended to the business 
clearance. 


§ 737.12-102-7 Construction Contract*. 

When expediting a construction con¬ 
tract Involves additional costs, the Naval 
Facilities Engineering Command shall be 
responsible for obtaining the approval of 
the Assistant Secretary of Defense < In¬ 
stallations and Logistics) required by 
9 18.111. 

§ 737.12-102-30 Exceptions. 

The provisions of I 12.102 and 9 737.- 
12-102 are not applicable to ballistic 
missile programs. 

§737.12-104 Meeting Manpower Re- 
quire menu. 

(a> In placing large negotiated con¬ 
tracts and in planning delivery schedules, 
procurement personnel should consider 
the adequacy of the local labor supply. 
Classifications of labor market areas are 
listed in the Department of Labor's 
“Area Trends in Employment and Un¬ 
employment/* which is issued to a mail¬ 
ing list. Procuring activities should 
ensure that their mailing list 1s kept 
current and inform the Department of 
Labor when changes to the list are 
necessary. 

(b) Prospective contractors and sub¬ 
contractors should provide a reasonable 
substantiation to procurement personnel 
of the availability of manpower for con¬ 
tract performance, particularly of critical 
occupational skills, either on their pay¬ 
roll or within their labor market area. 
Current and detailed labor market Infor¬ 
mation and employment trends, as neces¬ 
sary to any particular case, should be ob¬ 
tained from the Department of Labor's 
Bureau of Employment Security, its re¬ 
gional offices, and affiliated State Em¬ 
ployment 8ervlce Offices. Procurement 
personnel should make maximum use of 
the manpower section of pre-award sur¬ 
veys and industrial facility surveys. In 
the absence of assurance of the availa¬ 
bility of occupational skills required for 
contract performance and necessity for 
contract placement despite this fact, pro¬ 
curement personnel should inform cog¬ 
nizant production personnel and man¬ 
power specialists of the specific man¬ 
power deficiencies and the impact thereof 
on the contract, together with other per¬ 
tinent facts, so that steps may be taken 
to render assistance to the contractor. 

<c) In the case of critical labor short¬ 
age areas, procurement personnel will 
in all cases obtain detailed information 
on labor market conditions before plac¬ 
ing contracts involving substantial in¬ 
creases in the current employment level 
of a contractor. There should be specific 
evidence that the additional manpower 
of the required occupational skills is 
avaUable locally without disruption of 
other defense work in the area. 

<d> The same considerations as above 
should guide contractors In placing sub¬ 
contracts or supply orders with other 
firms and procurement personnel should 
strongly urge that this be done. Small 
business personnel now engaged in pro¬ 
moting subcontracting should likewise 
stress such action. Prime contractors 
should be assisted, as necessary, to sub¬ 
contract work outside of labor shortage 
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areas, and also In cases where occupa¬ 
tional skill deficiencies are limiting fac¬ 
tors for contract performance. Both 
prime and subcontractors should be ad¬ 
vised to inform the local state employ¬ 
ment office serving the area in which 
work on a Government order is to be per¬ 
formed of anticipated manpower re¬ 
quirements for fulfillment of the order. 

<e> The preceding manpower consid¬ 
erations should be taken into account on 
a long-term basis in reaching decisions 
regarding the location, re-location, ex¬ 
pansion or contraction of Government- 
owned facilities or installations, and in 
actions taken to broaden or maintain the 
industrial mobilization base. In addition, 
such actions. Including material alloca¬ 
tions. should give consideration to the 
Impact on unemployment levels of labor 
surplus areas. 

(f> Each Navy procuring activity has 
designated an Industrial Manpower Rep¬ 
resentative who can provide assistance 
in taking actions in accordance with this 
directive, in addition to the Industrial 
Manpower Assistant of the Headquarters 
Naval Material Command will take all 
actions necessary at the national level on 
matters of manpower supply for Navy 
production. Such action should be sup¬ 
ported by substantiated recommenda¬ 
tions when requested. 

§ 737.12—161—50 Contractor I>ffrn*e 
Training and Manpower Utilization* 

<a> The policies and purpose of the 
Navy on contractors defense training 
are: 

<1> To encourage industry to expand 
existing training programs and initiate 
new or additional training programs in 
the required key occupations; 

(2) To ensure that manpower is 
trained in the required skills and occupa¬ 
tions in adequate numbers, and in the 
areas where and when needed to meet 
current and projected Navy production 
goals: and 

(3) To ensure realistic training pro¬ 
grams tailored to actual needs. 

This policy recognizes that the major 
responsibility for training workers rests 
on employers, using their own and other 
normal training resources. The Navy's 
responsibility is to provide leadership 
and assistance so os to ensure that nec¬ 
essary manpower is being trained to meet 
Navy's defense production requirements 
and that the procurement and produc¬ 
tion process stresses efficient utilization 
of scientific and technical skills in private 
Industry. 

<b) When a present or impending 
shortage of manpower in the requisite 
occupational skills In the plant and local 
labor market area of a Navy contractor 
or source of supply affects or threatens to 
affect present or planned Navy produc¬ 
tion. Navy procurement personnel and 
other cognizant Navy production and 
manpower officers should urge affected 
Navy contractors or suppliers to initiate 
or accelerate training programs. To stim¬ 
ulate contractors and suppliers to evalu¬ 
ate training needs and utilization of their 
work force, copies of the Check List for 
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Evaluating Defense Training and Utili¬ 
sation of Manpower, set forth In para¬ 
graph <f) of this section, should be fur¬ 
nished during the procurement and pro¬ 
duction process. No attempt should be 
mode to offer detailed guidance on the 
types or methods of training to be used. 
If the contractor concludes that training 
programs are needed, he should be ad¬ 
vised that various manpower and train¬ 
ing agencies will furnish him advice and 
technical assistance if he so desires. The 
Initial contact by the contractor with 
training agencies should be the local pub¬ 
lic employment office, whose services 
should also be enlisted where contractor 
recruitment campaigns are necessary to 
augment training programs to meet pro¬ 
duction schedules. The public employ¬ 
ment office will assist in recruiting in 
such manner as to avoid activities which 
would be disruptive to other important 
defense work. 

<c> In any particular labor market 
area In which demands for defense train¬ 
ing are greater than can be provided by 
existing training facilities, procurement 
and other cognizant Navy personnel, to 
the extent such information comes to 
their attention, should advise the Chief 
of Naval Material of such developing 
situations promptly and as far in ad¬ 
vance as practicable. The Chief of Naval 
Material should also be Informed of any 
significant observed deficiencies in con¬ 
tractor's training programs and man¬ 
power utilization, steps being taken to 
remedy such deficiencies, and resulting 
improvements. Industrial Manpower 
Representatives of procuring activities 
and the Industrial Manpower Assistant 
(MAT 0533). Headquarters Naval Mate¬ 
rial Command, upon request, will assist 
procurement, production and other cog¬ 
nizant officers in taking actions in ac¬ 
cordance with this policy. 

<d> Long-term trends indicate that 
military technology is accompanied by 
an increasing requirement for technical 
personnel and. in general, contractors 
will have to institute re-training pro¬ 
grams for their skilled work force in 
order to meet the demands of techno¬ 
logical change. Contractors should place 
emphasis on (1) augmenting the supply 
of manpower in critical occupations, a 
list of which is available in public em¬ 
ployment offices, and (2) effecting the 
efficient utilization of such manpower. It 
is Navy policy to encourage scholarships 
by contractors to augment the supply of 
engineering and scientific personnel, in 
preference to recruiting such personnel 
from foreign countries. In this respect, 
contractors should also utilize a recruit¬ 
ing program with training and educa¬ 
tional Institutions. Recourse by the con¬ 
tractor should also be made to the re¬ 
cruiting and similar services of the local 
State public employment office, so as to 
reduce expensive, nonproductive recruit¬ 
ing campaigns and indiscriminate re¬ 
cruiting advertising which stimulates ab¬ 
normal labor turn-over with a conse¬ 
quent impact on contractor's production 
schedules, rejection rates, training and 
recruiting requirements, and costs. It 
should also be noted that 1 15.205-44 


provides guidance as to the allowance of 
training costs under cost-reimbursement 
contracts. 

<e> In the placement of contracts, 
procurement personnel shall give prefer¬ 
ence to supplies (1) In labor surplus 
areas, to the extent permitted by Part L. 
Subpart A, and (2) when necessary to 
preserve occupational skills required for 
defense production. By judicious utiliza¬ 
tion of the foregoing. '!> the need for 
defense training will be mitigated and 
(ii) the demands for occupational de¬ 
ferments and delays in coll of Reservists 
to active duty will be minimized. 

<f) Set forth below U the Check Lk*t 
for Evaluating Defense Training and 
Utilization of Manpower, referred to in 
paragraph (b) of this section. The check 
list is designed to stimulate the defense 
contractor to evaluate his training and 
manpower utilization requirements as a 
basis for appropriate action. It Is in¬ 
tended to help management help itself. 
The list is suggestive and not exhaustive. 
It will be applicable wholly or in part de¬ 
pending upon such variables as the na¬ 
ture of the contractor's business and size. 
Procuring activities may reproduce this 
check list for their own distribution. 

Check List row Evaluating Dstens* 

Tiainikq and Utilisation or Mani*owx* 

Staffing —Do your plans far staffing your 
organization include: 

1. Reliable methods for forecasting your 
requirements for scientists, engineers, tech¬ 
nical. skilled, semi-skilled, and unskilled 
personnel In terms of a staffing schedule of 
occupational skills related to the production 
schedule? 

2. Periodic review of your organization 
structure to determine what changes or im¬ 
provements In organization will reduce your 
requirements for professional and skilled 
manpower? 

3. Use of psychological tests In combina¬ 
tion with other techniques to select and 
place your professional and skilled people 
including those instances where certain 
aptitudes are a predominant requirement? 

4. Placing overall responsibility with spe¬ 
cific persons for developing and carrying out 
training and utilization programs with con¬ 
tinuing top-level support? 

5. Using all practicable auxiliary sources 

of engineering and scientific talent such aa 
engineering college teachers, retired engi¬ 
neers. college engineering students on a 
part-time basis, engineering consulting firms, 
drafting contract firms, and research 
organizations? * 

8. Utilization of all sources of technical 
aides including graduates of technical insti¬ 
tutes, people from wlthtn the shops, college 
students who do not complete engineering 
courses, technically inclined high school 
graduates, and college graduates with 
courses related to engineering? 

7. Maximum utilization of women and the 
physically handicapped In engineering de- 
par tmenU and in skilled occupations? 

8. Employment practices which ensure 
maximum utilization of manpower resources 
without respect to race, color, or creed? 

Training —Does your training program pro¬ 
vide for: 

1. A periodic audit of Job demands which 
la compared with the background and per¬ 
formance of the individual assigned in order 
to determine gaps in education or experience* 

2. An organized training program to im¬ 
prove on the job skills of those employees 
otherwise qualified to advance to jobs re¬ 
quiring more skill or responsibility? 
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S. An Indoctrination or formal training 
program for nawiy-hlred or employed per¬ 
uana which Is geared to their job and indi¬ 
vidual needs? 

4. Encouragement to your employee® to 
develop through evening cl awn. part-time 
day classes, or guided self-study? 

5. Opportunity for technical aides to ad¬ 
vance into engineering categories through a 
cooperative program with a professional 
school? 

U. Instruction of supervisory engineers 
and sclentIsts in Job method®, supervisory 
techniques, and conference leadership? 

7. A training program foe such additional 
supervisors as you may need? 

8. One or more workers Qualified as Job 
instructors? 

9. Sufficient apprentices for your long-term 
requirement? 

10. Maximum utilization of community re¬ 
sources for training including the local voca¬ 
tional school ? 

Utilization of Highest Skill *—Do your work 
plans and Job assignments include: 

1. An effective staffing ratio between oc¬ 
cupational skill categories? 

2. Periodic surveys of individual assign¬ 
ments of personnel to determine if they 
represent the best contribution to the com¬ 
pany and afTord the individual the best pos¬ 
sible opportunity for utilizing his talents? 

3. Effective techniques in planning and co¬ 
ordinating research and engineering projects 
so that there is a maximum of effective effort 
in relation to the work of other departments? 

4. Maximum use of technical aides to re¬ 
lieve engineers and scientists of routine du¬ 
ties so that they are left free to use their 
professional talent and creative ability, and 
upgrading of the labor force as a whole? 

5. Standardization and simplication of 
engineering work so that supporting person¬ 
nel can be used to maximum advantage lu 
performing subprofessional and administra¬ 
tive dutiea? 

e. An inventory of the skills of your em¬ 
ployee® to help in utilizing their highest po¬ 
tential? 

Incentives —Have you recognized the im¬ 
portance of motivating your work force by: 

1. Providing opportunity for advancement, 
stable employment, favorable working condi¬ 
tions, and adequate equipment? 

2. An acceptable Job evaluation plan 
which maintains salary differentials between 
occupational categories and those with less 
experience or other qualifications? 

3. (Reserved| 

4. Providing a management development 
program for supervisory, technical, and pro¬ 
fessional personnel to develop their poten¬ 
tial at a maximum rate? 

5. Providing opportunity for attractive 
careers to ail personnel Including technical 
aides who often aspire to professional status? 

6. Encouraging participation in civic af¬ 
fairs and professional societies? 

Communications —Does your formal and 
informal system of communications provide 
for: 

1. Participation of your work force In com¬ 
pany planning to Include engineers and 
scientists? 

2. Coordination of communications under 
the direction of each departmental execu¬ 
tive? 

3. A flow of information on management, 
production, and engineering matters up, 
down, and across organizational lines on a 
systematic basts? 

4. Advance Information to your profes¬ 
sional staff cm matters which affect their 
work, personal security, and future in the 
company? 

3. Stimulation of your work force to think 
about and suggest methods for Improving 


their training and utilization lu you r com¬ 
pany? 

§ 737.12—800 Equal Opportunity. 
§737.12—808 General Enforcement. 

§737.12-808—3 Pre-Award Compliance 
Oierk of Non-Exempt Contract*. 

The following statement shall be in¬ 
cluded in each post-negotiation Business 
Clearance Memorandum or memoran¬ 
dum in lieu thereof submitted in ac¬ 
cordance with 8 737.1-403-50(0): 

Request for pre-award compliance check of 
non-exempt contracts as required by ft 12.- 

803 3._• 

Subpart M —Government Property 
§737.13-100 General. 

§ 737.13—102 Rr*pon»Sl»ilSt? an<l I.nihil¬ 
ity for Government Property. 


<8> Procedures To Be Followed in the 
Event of Loss of or Damage to Govern¬ 
ment Property. 

§ 737.13—102 liability of Subranlrar- 
lor® for Government Property. 

The Policy of the Department of the 
Navy is that, in general, it will not take 
the risk of loss with respect to Govern¬ 
ment property while in possession of sub¬ 
contractors. However, contracting offi¬ 
cers arc authorized to extend the prin¬ 
ciples set forth in 8 7.203-21 <g> to cost- 
plus-fixed-fee subcontracts made with 
cost-plus-fixed-fee contractors with the 
Department of the Navy, whenever the 
particular circumstances are such that 
in the judgment of the contracting officer 
and the Contract Insurance Section. 
Headquarters Naval Material Command, 
such action will benefit the Government. 
In such event, the Navy contract shall re¬ 
quire the insertion of appropriate pro¬ 
visions in cost-plus-fixed-fee subcon¬ 
tracts thereunder. 

§ 737.13—103 Furtiidiing Military Prop¬ 
erty. 

§ 737.13—103—51 Accounting Data in 
Contract* Involving Nary Store* Ac¬ 
count Material in Contractor** Plant*. 

See NAVCOMPT Manual. Vol. 3. and 
NAV 8UP Manual, Vol. 2. 

§ 737.13-200 Material. 

§ 737.13—200 Government • FnmUlicd 
Petroleum Produrt*. 

(a) Definition. For the purpose of this 
directive, the term “petroleum products" 
means all liquid petroleum fuels, oils, and 
lubricants required for the development, 
production or testing of aircraft, aircraft 
engines, aircraft propellers, drones and 
support equipment, except items coded 
non-standard in Federal Supply Cata¬ 
log C-9100-IL. 

lb) General Policy. Determination as 
to whether petroleum products are to be 
provided to the contractor as Govern¬ 
ment-furnished property shall be based 
on an analysis of which is feasible, more 


economical and otherwise in the best in¬ 
terests of the Government. 

lc> Determinations, Prior to the award 
oX any Contract or contract modification 
that will require the use of petroleum 
products, the Contracting Officer shall 
make a written determination whether 
such products shall be GFP l Govern¬ 
ment-Furnished Property) or CFP 
(Contractor-Furnished Property>, indi¬ 
cating those to be GFP and those to be 
CFP. The determination shall be sup¬ 
ported by a written Justification which 
Includes the information required by 
paragraph (d) below and evidence of 
the Navy Fuel Supply Office’s concur¬ 
rence therewith. 

idi Considerations. The items treated 
in subparagraphs 11) through <3) below, 
as well as other appropriate considera¬ 
tions, shall be included in the written 


ruination provided such data is not more 
than twelve <12> months old. Oral in¬ 
quiries and replies shall be confirmed in 
writing. 

U) Quantity . For each type of avia¬ 
tion gasoline or Jet fuel, oils and lu¬ 
bricants. the contractor’s total annual 
usage requirements under all existing 
contracts shall be determined. Anticipat¬ 
ed annual usage requirements shall be 
projected for the next three fiscal years 
including anticipated contract awards. 

<2) Costs. Comparison of the cost of 
furnishing GFP with tl>e price offered for 
the contractor-furnished petroleum must 
be on a fair and equitable basis. Navy 
laid down prices do not include related 
services such as plane fueling and de¬ 
luding, purging of fuel tanks, and use of 
special purpose equipment. When a con¬ 
tractor’s unit price includes related serv¬ 
ices. these added costs, if any. must be 
added to the Navy laid down unit price. 
In addition, unit prices for Government- 
furnished petroleum must, in appropri¬ 
ate instances, include costs of adminis¬ 
tration (personnel), disposal, and the 
amortization of leasing facilities. In in¬ 
stances where there is a significant price 
differential in favor of GFP. this may be 
offset by appropriate reductions in profit 
allocation or other contractor costs to 
favor use of petroleum products on a 
contractor-furnished basis. 

<3> Facilities. The availability and 
costs of storage (Government-owned, 
contractor-owned, leased, etc.) facilities, 
handling facilities or direct delivery from 
the fuel supplier to the plane or engine 
shall be ascertained and considered. 
Additional facilities shall not be provided 
or authorized unless there is a reason¬ 
able expectation that the cost of new 
facilities, particularly tank storage and 
distribution lines, will be offset by savings 
through Government-furnished petrole¬ 
um products within five years. Short¬ 
term leases for storage and handling 
facilities may offer an alternative meth¬ 
od of providing facilities if a net saving 
through GFP will result. 

■ c) Nary Fuel Supply Office, The Navy 


§ 737.13—101—1 Responsibility of Prime* 
Contractor* for Government Prop¬ 
erty. 


Justification supporting the determina¬ 
tion. Supporting data, other than con¬ 
tractor usage data, if applicable, may be 
used as support for more than one deter- 
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Fuel Supply Office (NFSO), Cameron 
Station. Alexandria. Va., is responsible 
for the inventory control and distribu¬ 
tion of liquid petroleum fuels, oils and 
lubricants to naval activities. Subsequent 
to a determination to provide certain 
petroleum products as Government- 
furnished petroleum, the Contracting 
Officer shall submit complete informa¬ 
tion on a contractor’s requirements to 
NFSO. Requirements shall be submitted 
in accordance with instructions pre¬ 
scribed by the Navy Fuel Supply Office. 
That office will determine whether re¬ 
quirements shall be furnished by cross- 
servicing agreements, shipments from 
Navy storage or by new procurement. In 
the event that a petroleum item cannot 
be made available at the time, or in the 
quantity desired, or at the item price 
stated in the requisition. NFSO will take 
no further action on afTected items until 
the Contracting Officer authorizes ap¬ 
propriate amendment to the requisition. 
Unit prices for requisition purposes are 
published in the Standard Supplement to 
the Navy Stock List of Fuels. Lubricants, 
and Petroleum Products; except for bulk 
fuel prices which are published as re¬ 
quired by Navy Fuel Supply Office In¬ 
struction 4265.4. 

(f) Contract Modifications . In making 
the determination prescribed in para¬ 
graph (c) of this section, consideration 
shall be given to all existing contracts 
with a particular contractor in which pe¬ 
troleum products are being used. Where 
there is a determination to ultiiize Gov¬ 
ernment-furnished petroleum products. 
It will be necessary to establish a suitable 
change point which will not disrupt oper¬ 
ations or affect delivery schedules. Con¬ 
tract modifications shall be negotiated by 
the office procuring the end equipment at 
the earliest practicable time to provide 
Government-furnished petroleum prod¬ 
ucts on all items which met the consid¬ 
erations stated in paragraph (d> above, 
and requirements for the same grade and 
type of items shall be consolidated ac¬ 
cordingly. 

§ 737.13—600 Administration of Gov¬ 
ernment Production and Research 
Property. 

§ 737.13-631 Research and Develop¬ 
ment Facilities. 

(a) 10 U.S.C. 2353 provides that, sub¬ 
ject to certain conditions set forth there¬ 
in, a contract of a Military Department 
for research or development, or both, 
may provide for the acquisition or con¬ 
struction by, or furnishing to, the con¬ 
tractor of research, developmental, or 
test facilities and equipment that the 
Secretary of the Department concerned 
determines to be necessary for the per¬ 
formance of the contract. DOD Directive 
4275.5 of 14 November 1966 «SUBJ: In¬ 
dustrial Facility Expansion and Replace¬ 
ment) provides that facilities projects 
having an estimated cost in excess of 
$1,000,000 of new monies are to be sub¬ 
mitted to the Director of Defense <Re¬ 
search and Development) for approval. 
In order to ensure uniform procedures 
for the review and approval of all facili¬ 
ties projects, research and development 


facilities projects shall be reviewed and 
approved in accordance with the pro¬ 
cedures for industrial facilities projects 
8) specified in NAVMAT Instruction 
4860.13A (Industrial Facilities Pro¬ 
gram). 

<b> Where non-severables are to be 
installed on property not owned by the 
government, appropriate clauses shall be 
added in accordance with the provisions 
of U.S.C. 2353. 

(c> Facilities may be provided for 
either directly in the research and de¬ 
velopment contract concerned, or in a 
separate facilities contract which refers 
to the research and development con¬ 
tract concerned. In the former case, the 
facilities will, after construction or in¬ 
stallation. be transferred to a separate 
facilities contract, if such separate con¬ 
tract is required by the provisions of 
f 13.402. 

§ 737.13-651-1 Requirement for Re- 
\i<‘W by Navy Rrnrarfh FacilitM** Re¬ 
view Hoard of Change in (laparily of 
Government - Owned - Contractor- 
Operated Research and Development 
Faeilitie*. 

See 8ECNAV Instruction 5420.10 
(ONR: 108). 

§737.16-652 Facilities 

(a) Policy for the Provision of In¬ 
dustrial Facilities . See NAVMAT Instru- 
tion 4860.13A < Industrial Facilities Pro¬ 
gram) . 

<b) Protection of Governments Inter¬ 
est in Facilities . (1) Every contracting 
officer in negotiating or in making a 
supply contract shall make sure that any 
payments for the purchase of, or to aid in 
the acquisition of. facilities which are not 
of the type commonly classified as expen¬ 
dable. are separately and clearly set forth 
and not buried or otherwise hidden in a 
lump price. No payments under any con¬ 
tracts shall be made on account of facili¬ 
ties. in excess of proper depreciation, un¬ 
less the interest of the Government in 
such facilities is recognized and protected 
by the contract. 

<2) Just what constitutes such protec¬ 
tion of the interest of the Government 
will vary in each individual case and will 
depend upon the nature of the facilities. 
Usually it will be necessary to assure the 
Government of the privilege of having 
the facility used in the performance of 
Government contracts, free of any charge 
for the use of the part of the facility paid 
for by the Government and also to have 
some agreement as to the disposition of 
the interest of the Government In the 
facility. Provision should be made that 
the Contractor : 

(i) Maintain the facility in good 
condition; 

(ii) Attach no lien nor convey to 
another all or any portion of the facility; 

<lii) Make no material alteration in 
the nature of the facility; 

(iv) Give priority to Government or¬ 
ders; and 

(v) Not include in any supply price 
any depreciation or amortization of the 
part of the facility paid lor by the 
Government. 


Ail procurement officers must be sure in 
making a contract, the fulfillment of 
which may require the use of a facility 
covered by an agreement to the effect 
that no depreciation or amortization of 
such facility shall be included in the 
price, that such agreement is unmistak¬ 
ably adhered to and that depreciation 
and amortization of such facility are 
definitely excluded from the price. 

<c> Research and Development Facili¬ 
ties. See § 737.13-651. 

§ 737.13—700 Contract Clau*e*. 

§ 737.13-702 ‘Government Properly 
CJnu.«e for Fixed-Price Contract*. 

§737.13-702-50 Deviation* for Fixed- 
Price (and Goal-Reimbursement) 
Contracts. 

(a) In many cases the interest of the 
Government requires the furnishing to 
contractors of material, the relatively 
low value of which renders impracticable 
the administrative burden of using the 
clauses in I 13.701. 

(b> Accordingly, Systems Commands. 
Bureaus and Offices having inventory 
control of material may furnish such ma¬ 
terial. subject to the availability of ma¬ 
terial in the supply system, to prime con¬ 
tractors without using either of the con¬ 
tract clauses set forth in $ 13.701. subject 
to the following conditions: 

(1) Title to all material furnished 
shall remain in the Government; 

(2) The maximum dollar value of ma¬ 
terial furnished under the authority of 
this directive in connection with any one 
transaction shall not exceed $5,000; 

<3> The material furnished is to be 
incorporated into the end product being 
procured under the contract, or is to be 
consumed directly in the performance of 
such contract. (Any material furnished 
not so incorporated or consumed will be 
returned to the Government (at the con¬ 
tractor’s expense) in the same condition 
as received, reasonable wear and tear ex¬ 
cepted. An appropriate refund or adjust¬ 
ment will be made for any material so 
returned); 

(4> The contractor warrants that the 
material cannot be obtained from com¬ 
mercial sources in sufficient time to meet 
the delivery requirement of the contract; 
and 

(5) The contractor agrees fo pay to 
the Government either (i) the book price 
of the material furnished, plus the cost 
of handling and packing < shipment to be 
made on Commercial Collect Bill of Lad¬ 
ing) ; or (ID tlie price at which the ma¬ 
terial w r ould be available to the contrac¬ 
tor. F.O.B. supplier, if obtained from 
commercial sources, whichever is the 
greater. 

(C) Form NAVEXOS 3493 (Rev 9-61), 
properly executed, shall be submitted by 
the contractor to the appropriate Sys¬ 
tems Command. Bureau of Office prior to 
the furnishing of any material. 

(d> The Field Contract Administra¬ 
tor. prior to giving his approval to the 
request, shall make such examination as 
he considers necessary to confirm that 
the contractor wxmld be able to obtain 
the material from commercial sources at 
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the unit price(s) shown In Column 9 on 
the request 

Subpart O—Contract Cost Principles 
and Procedures 

§ 737.15—100 Applicability. 

§ 737.15-107 Advance LWcr*Umdingii 
on Particular Co*t Item*. 

(a> See 9 737.1-405-51 for Navy-wide 
advance understandings on particular 
cost items. 

<b> See # 737.3-705 (a) for prior ap¬ 
proval required for advance understand¬ 
ings by contracting officers where over¬ 
head rates are negotiated. 

§ 737.15—130 Negotiated Overhead 

Hairs. 

See g 737.3-700. 

§ 737.15-200 Principle* and Procedure* 
for u*c in Co*l-Rcimbur*emcnt Type 
Supply and Research (Contract* with 
Commercial Organization*. 

g 737.15—201 Basic Consideration*. 

§ 737.13-201-3 DeOnition of Renioit* 
nblcne**. 

(a) Application of “Contractor 
Weighted Average Share In Cost Risk" 
(CWAS). When an ACO Is evaluating a 
CWAS rating between 50 and 64 points 
inclusive (g 15.201-3(b) (1) <ii)), the 
ACO’s consideration should Include, but 
not be limited to the following: 

(1) Actual CWAS rating. A CWAS rat¬ 
ing of 64 points would receive more 
favorable consideration than a CWAS 
rating of 60 points. 

(2) Analysis of contractor’s “contract 
mix" trend. This would Indicate the cur¬ 
rent trend of increased or decreased cost 
participation and responsibility. A re¬ 
view of outstanding proposals and quotas 
would also indicate the contractor’s po¬ 
tential contract mix. 

(3) Review current contractor per¬ 
formance evaluation. 

(4) Status of system, reviews would 
Indicate the extent of government review 
of contractor procedures, and resulting 
approvals/consent and confidence, 

(5) That 35 points of a profit center 
rating result from competitive firm 
fixed-price, competitive fixed-price with 
escalation contracts, and commercial 
sales. 

Once a determination Is made that a con¬ 
tractor is CWAS qualified, the rating 
carries the same weight as a CWAS- 
qualined contractor with a rating of 65 
or more points. 

§737.15-205 Selected Co*I*. 

§737.13—205—33 Research and Develop¬ 
ment Co»l». 

(a) General. (1) This section sets 
forth responsibility and procedures for 
negotiation of advance agreements cov¬ 
ering independent research and develop¬ 
ment costs as defined in g 15.205-35, 
g 15.107 and DOD Instruction 4105.52 
dated 28 June 1960. g 15.205-35 requires 
advance agreements with contractors re¬ 
ceiving payments of $2 million or more 
under DOD contracts. Contractors re¬ 
ceiving payments less than %2 million are 


not required to negotiate advance agree¬ 
ments, however, allowable IR&D costs 
shall be computed by a formula pre¬ 
scribed by g 15.205-35(d><2). 

<2) Advance agreements shall be nego¬ 
tiated with any contractor meeting the 
criteria set forth in f 15.205-35. The 
Trl-Servlce negotiation will be sponsored 
by the cognizant departmental central 
office as established in a Defense Pro¬ 
curement Circular published annually. 

(3) When an advance agreement Is 
appropriate and the contractor is doing 
business with more than one military 
department, the joint negotiation pro¬ 
cedures prescribed in paragraph (b) 
shall apply. When an advance agreement 
covering independent research and de¬ 
velopment has been negotiated, whether 
resulting from joint negotiation or cen¬ 
tralized negotiation, it will be applicable 
to and binding upon all negotiated Navy 
contracts which provide for the recog¬ 
nition of independent research and de¬ 
velopment costs, subject to any existing 
pertinent special contract provisions. 

(b) Procedure with Respect to Joint 
Negotiations. (1) The Coordinated Nego¬ 
tiations Staff: (MAT 02D). Headquarters 
Naval Material Command, shall: 

(1) Represent the Navy in selecting the 
contractors for joint negotiations; 

(11) Agree to assignment of contractors 
to a single department (caned the spon¬ 
soring department), for purposes of ne¬ 
gotiating advance agreements; and 

(ill) Conduct the negotiation of ad¬ 
vance agreements with those contractors 
assigned to the Department of the Navy 
for sponsored joint negotiations. 

(2) With regard to Navy sponsored 
contractors, the Coordinated Negotia¬ 
tion Staff will assure that any necessary 
technical review of the contractor’s in¬ 
dependent research and development 
program is accomplished. The results 
of this review will be given due consid¬ 
eration in the negotiation of advance 
agreements to the extent that technical 
and scientific factors are appropriate in 
establishing the amount of Government 
support to the contractor’s program. It 
will be the responsibility of the Coordi¬ 
nated Negotiation 8taff to obtain from 
the contractor cost and financial Infor¬ 
mation, and other pertinent facts having 
a bearing on the review of the contrac¬ 
tor’s program and the negotiation of an 
advance agreement. 

<c) Procedure with Respect to Tech¬ 
nical Evaluation . # 15.205-35(d> (1) (C) 
provides that Companies which meet 
the $2 million dollar threshold * shall 
submit technical and financial informa¬ 
tion to support their proposed IR&D 
program in accordance with guidance 
furnished by the Armed Services Re¬ 
search Specialists Committee (ASRSC). 
8ECNAVTNST 3900.40 dated 26 Au¬ 
gust 1972, designated the Chief of Naval 
Research as the Navy IR&D Program 
Manager. The Office of Naval Research 
coordinated technical report findings are 
submitted to MAT 02D in support of the 
negotiation advance agreements. 

(d) Confirmation of Agreement . All 
advance agreements for independent re¬ 
search and development negotiated by 
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the Navy shall be confirmed in writing 
by the Head, Coordinated Negotiation 
Staff (See #737.1-405-51) with the con¬ 
tractor and this contractor and tills con¬ 
firmation shall Indicate the extent of 
support, including the maximum dollar 
amount, and the basis of application to 
be accorded the contractor’s independent 
research and development program. Cop¬ 
ies of the negotiation report are made 
available to all Interested activities. 

§737.15-205-50 Navy IRAD Hearing 

Pun el. 

(a) Pursuant to Section 203(b) of Pub¬ 
lic Law 91-441 and # 15.205-35(d) (1) (H> 
and # 15.205-3(d) (2) (A) (vili), respec¬ 
tively. there is hereby established the 
Navy IR&D Hearing Panel. It shall con¬ 
sist of one representative designated by 
the Assistant Secretary of the Navy (In¬ 
stallations and Logistics) who shall be 
Chairman, one representative designated 
by the Assistant Secretary of the Navy 
(Research and Development), and one 
representative designated by the Gen¬ 
eral Counsel. Alternates may be desig¬ 
nated to act in the absence of the 
members. 

(b) The Panel shall be responsible for 
hearing and deciding all appeals taken 
by contractors pursuant to # 15.205-35 
(d)(1)(H) and # 15.205-3<d> (2) (A) 
(vlii) from decisions made by contracting 
officers to reduce independent research 
and development (IR&D) and bid and 
proposal (B&P) payments pursuant to 
# 15.205-35(d)<l)(G) and # lM05-3(d> 
(2) (A) (vii). 

(c) Such decisions of contracting offi¬ 
cers shall advise the contractor of his 
right to appeal to the Panel. Notice of 
Intent to appeal shall be addressed to 
the Panel, and shall be submitted by the 
contractor within 30 days after receipt 
of the contracting officer's decision to 
the Chief of Naval Material, Coordinated 
Negotiation Staff (MAT 02D). The Head 
of the Coordinated Negotiation Staff 
shall forward the contractor's appeal and 
such additional documents and informa¬ 
tion as the contractor may submit, to¬ 
gether with his position thereon and such 
other information as he deems pertinent, 
to the Chairman of the Panel for disposi¬ 
tion. 

(d) TTie decision of a majority of the 
Panel shall constitute the final and con¬ 
clusive determination of the Department 
of the Navy. The Panel may establish 
such additional procedures for process¬ 
ing appeals as are consistent with the 
foregoing. 

Subpart P—Procurement Forms 

a§ 737.16-200 Forms for Negotiated 

Procurement. 

§ 737.16—230 Co*t Incurred on (Contract 

<DD Form 1177). 

(a) DD Form 1177 (Cost Incurred on 
Contract is a part of the Cost and Eco¬ 
nomic Information System designed to 
furnish historical cost information, per¬ 
formance information, and certain other 
data to assist the parties to a contract 
in reaching prices equitable to both 
parties. It is authorized for use only 
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in major procurements for airframes, 
target drones, guided missiles, engines. 
Are control equipment, major electronic 
equipment, and other major equipment 
or components. Its use is further limited 
to those programs where: 

( 1 > Effective price competition does not 
exist as the result of (i) a sole source 
or limited source situation, or (li) a 
substantial Government investment in 
facilities, special tooling, development, or 
preparation for production. 

<2 > Additional mobilization capacity is 
being developed with Government assist¬ 
ance and cost with respect to such items 
as facilities, special tooling, engineering, 
preparation for production, financing, 
etc., are necessary for planning purpose, 
price comparisons or the negotiation of 
reasonable prices with the new mobiliza¬ 
tion source for the first production order 
to follow-on orders. 

<b) The form shall be submitted quar¬ 
terly by the contractor within 30 days 
after the close of each calendar quarter 
during the period of contract perform¬ 
ance. The cost information to be included 
in the form shall be that recorded in the 
contractor’s books fas well as such other 
Information as plantwide rates, number 
of completed units, etc.) 

(c> Cost elements and related amounts 
reported on DD Form 1177 shall conform 
as closely as practicable to that furnished 
by the contractor in cost break-down for 
pricing purposes. Where cost elements 
normally reported separately for pricing 
purposes are combined Into major cost 
categories on DD Form 1177, a reconcilia¬ 
tion si mil be furnished in the business 
clearance requesting DD Form 1177 re- 
porttng by relating cost elements re¬ 
ported on DD Form 1177 with the corres¬ 
ponding cost elements used in cost break¬ 
downs for pricing purposes. 

(d) When the contract requires sub¬ 
mission of DD Form 1177 reports a mini¬ 
mum of six (6) copies shall be submitted 
quarterly by the contractor to the cogni¬ 
zant inspector or field contract adminis¬ 
trator designated in the contract. He 
shall review and endorse each report. The 
endorsement shall include a statement as 
to the completeness and accuracy of the 
information present (except for verifi¬ 
cation of reported costs) together with 
an explanation of any deviations or omis¬ 
sions from reporting requirements con¬ 
tained in the contract and indication of 
the action taken for contractor’s com¬ 
pliance on current and subsequent re¬ 
ports. Distribution of the reports shall be 
as follows: 

(1) Two copies to the cognizant pro¬ 
curing activity; 

(2) One copy to the Procurement 
Control and Clearance Division (MAT 
022): Headquarters Naval Material Com¬ 
mand; 

(3) One copy to the field contract 
administrator designated in the con¬ 
tract; 

<4> One copy to the cognizant audi¬ 
tor; 

(5) One copy to the cognizant Area 
Supervisory Inspector (if requested;. 

<e) To the extent that audit of costs 
Is authorized by the terms of the con¬ 


tract. other than provisions applying to 
use of DD Form 1177, the coonizant au¬ 
ditor shall verify the accuracy of cost 
data reported on DD Form 1117 by com¬ 
parison with costs reported on the con¬ 
tractor’s books of account and submit, 
within 30 days after receipt of the con¬ 
tractor’s report, five <5> copies of his 
findings to the cognizant contract ad¬ 
ministration office designated in the con¬ 
tract for endorsement and distribution to 
the same activities as the basic report. 
The auditor’s findings for each quarterly 
report sliall include: 

(1) Disclosure of any significant dif¬ 
ferences between costs reported on DD 
Form 1177 and costs stated on the con¬ 
tractor’s books of accounts together with 
recommendations for resolution of dif¬ 
ferences. 

(2) Notification of any significant cost 
representations by the contractor which 
are considered by the cognizant military 
auditor to be unreasonable or of doubt¬ 
ful propriety. 

<3> Notification of any significant 
accounting changes affecting cost ele¬ 
ments. 

Periodically, the accuracy of the con¬ 
tractor's cost accumulations will be con¬ 
firmed by selective test procedures in 
sufficient depth to detect significant er¬ 
rors in reporting. Any discrepancies 
found will be commented on in the next 
regularly due report of the auditor. At 
contract completion or redetermination, 
a final report setting forth the result of 
audit in summary form shall be furnished 
the inspector concurrently with the sub¬ 
mission of the advisory report prepared 
for pricing purposes or the contract 
Audit Closing Statement, as the case may 
be. The summary of audit findings shall 
Include a brief reconciliation between the 
amounts reported on DD Form 1177, the 
amounts shown in the contractor's final 
cost statement or price proposal, and the 
costs allowed or accepted by the auditor. 

§737.16*300 Special Contract and 
Order Form*. 

§ 737.16*301 Negotiated Utility Service 

Conrart Form*. 

§ 737.16*301*1 Ktlimatrd Annual Go*t 
$2,300 or 1 at ** (Unregulated) and 
$10,000 or lew (Regulated)* 

(a) Wlicn Written Contract Is Not Re¬ 
quired. ASPS No. 5. paragraph 83*201 
describes the conditions under which the 
use of a written contract is not required 
in the procurement of utility services. In 
addition thereto, but subject to all the 
oilier conditions and requirements of 85- 
201, the Commander, Naval Facilities 
Engineering Command is authorized to 
procure unregulated public utility serv¬ 
ices without written contract where the 
anticipated annual charges will not ex¬ 
ceed $2,500 and regulated public utility 
services without w'riUen contract where 
the anticipated annual charge will not 
exceed $10,000 and where a connection or 
termination charge does not exceed 
$1,000 or $2,500. respectively. This au¬ 
thority may be delegated by the Com¬ 
mander, Naval Facilities Engineering 


Command as he deems necessary In all 
instances where utility services are pro¬ 
cured without the use of a written con¬ 
tract. payment therefor will be made on 
the basis of monthly statements sub¬ 
mitted in conformity wrlth applicable 
regulations. Including ASPS No. 5. para¬ 
graph S3-202. 

§ 737.16*301—2 Kfttiniatril Annual CoM 
Over $2,300 (Unregulated) and 

Over $10,000 (Regulaled). 

See 8 737.16-501-50. 

§ 737.16*301—30 Form* and (Tau*e* for 
Written Contract*. 

Whenever utility services arc to be pro¬ 
cured by written contract. ASPS No. 5, 
paragraph SS-203 shall be followed, ex¬ 
cept as otherwise provided in i 5 803 < au¬ 
thorizing the use of purchase orders 
under GSA contracts). 

§ 737.16—000 Miscellaneous Form*. 

§ 737.16*812 ItdcJtoc and Alignment 
Form*. 

§737.16—812—30 Standard Release 
Forms. 

(a) The form of release set forth in 
116.812(b) shall be used as the standard 
form of release to be obtained from con¬ 
tractors under cost-reimbursement type 
contracts, except facilities contracts, 
within 1 737.32-402(a). The form of re¬ 
lease set forth in paragraph (c) of this 
section shall be used as the standard 
form of release to be obtained from 
contractors under fixed-price types of 
contracts providing for an adjustable 
price within f 737 32-402. The form of 
release set forth In paragraph <d> of this 
section shall be used as the standard 
form of release to be obtained from 
contractors under facilities contracts 
within I 737.32-402 <a>, after acquisition, 
construction, installation and completion 
of the facilities. The form of release set 
forth in 8 16.812(c) shall be used as the 
standard form of release to be obtained 
from assignees under cost-reimburse¬ 
ment type contracts, except facilities 
contracts. The form of release set forth 
in paragraph <e> of this section shall be 
used as the standard form of release to be 
obtained from assignees under fixed - 
price and facilities contracts writhin 
8 737.32-402 <a) under assignments which 
are in effect at the time of final payment. 
Each of the prescribed forms may be 
modified to Include such of the excep¬ 
tions authorized by f 737.32-402tb) And 
8 737.32-402 (c) as may be found by the 
contracting officer to be appropriate un¬ 
der the contract concerned. 

(b) Each release shall be executed in 
quadruplicate, and sliall be distributed as 
follows: on executed copy to the con¬ 
tractor or assignee, as the case may be: 
one executed copy to Uie contracting 
officer; and the executed original and 
one executed copy to the dlsbusing offi¬ 
cer. w*ho will forward tlie original to the 
General Accounting Office. The approval 
of the contracting officer sliall be indi¬ 
cated on all copies of releases containing 
any of the exceptions provided In 
8 737.32-402<b) and 8 737.32-402(c). 
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(c) The following form Is for con¬ 
tractor's release under fixed-price type 
contracts providing for an adjustable 
price as described in 5 737.32-402<a): 
Contractor's Release Under Contract 


KNOW ALL MEN BY THESE PRESENTS: 
In conitderation of th« premise And the 

aum of ..._($_) lawful money 

of the United States of America (hereinafter 

called the '•Government”) - 

<•.) of which has already been paid 

and ...($.) of which Is to be 

paid by the Government under the above 
mentioned contract, the undersigned Con¬ 
tractor does, and by the receipt of said sum 
shall, for Itself, Its successors and assigns, 
remise, release and forever discharge the 
Government, Its officers. Agent*, and em¬ 
ployees, of and from all llabUltles, obliga¬ 
tions and claims whatsoever In law and In 
equity under or arising out of said contract. 

IN WITNESS WHEREOF, this release ha* 

been duly executed this____day 

of---19... 


(Witness) 


(Contractor) 

By:. 

Title:__ 

Non.—In the case of a corporation, wit¬ 
nesses are not required but the certificate 
below must be completed. 

CrS TP U CATE 

I. ...»-...» certify that I 

am the ......._Secretary of the corpora¬ 

tion named as Contractor In the foregoing 

release: that __ who 

signed said release on behalf of the Contrac¬ 
tor was then ..of said corpora¬ 

tion; that said release was duly signed for 
and in behalf of said corporation by author¬ 
ity of its governing body and Is within the 
scope of Its corporate powors. 

(CORPORATE REAL) .........._... 

(d) The following form is for con¬ 
tractor's release under facilities con¬ 
tracts: 

Contractor’s Release Under Contract 


WHEREAS, the United States of America, 
hereinafter called the "Government.” and 
— ------- a corporation or¬ 

ganized and existing under and by virtue of 
the laws of the ............ and doing busi¬ 
ness at ...--- hereinafter called 

the “Contractor.” entered into Contract 
............. dated ............ under 

which the Contractor undertook to acquire, 
construct, install and complete certain 
facilities at_; and 

WHEREAS, said contract requires that the 
Contractor shall deliver a release in form 
and substance satisfactory to the Govern¬ 
ment before final payment to the Contractor 
under said contract for the acquisition, con¬ 
struction. installation and completion of 
said facilities; and 

WHEREAS, said facilities have been ac¬ 
quired. constructed, installed and completed, 
and the Contractor lias requested said final 
payment; and 

WHEREAS, other provisions of aakl con¬ 
tract are to continue in full force and efToct; 

NOW, THEREFORE, In consideration of 

the premises and the sum of ($_), 

-- of which has already 

been paid and___ (ft.) of 

which is lawful money of the United States 
of America, to be paid by the Government 


under said contract, the Contractor does, and 
by the receipt of said sum shall, for itself. 
Its successors and assigns, remise, release, 
and forever discharge the Government, Its 
officers, agents and employees, of and from 
all liabilities, obligations and claims whatso¬ 
ever in law and in equity arising under or by 
virtue of. or on any manner connected with, 
the acquisition, construction, installation 
and completion of said facilities. 

IN WITNESS WHEREOF, this release has 

been duly executed this ____day of 

. 19 ... 


----- (Contractor) 

(Witnesses) By:---- 

Title:-- 

Note. —In the esse of a corporation, wit¬ 
nesses are not required but the certificate 
below must be completed. 

CTRTDTCATB 


I. ......_____ certify that I 

am the ............ Secretary of the cor¬ 


poration named as Contractor In the forego¬ 
ing release; the-who signed said 

release on behalf of the Contractor was then 

__of said corporation; that said 

release was duly signed for and In behalf of 
said corporation by authority of its govern¬ 
ing body and Is within the scope of its 
corporate powers. 

(CORPORATE SEAT]_..... ...... ......... 

(c) The following form is for as¬ 
signee's release under fixed-price and 
facilities contracts; 

Assioness’s Release Under Contract ...— 


KNOW ALL MEN BY THESE PRESENTS: 
In consideration of the premises and the sum 

of .....__(•_...) lawful money of 

the United States of America (hereinafter 

called the "Government''), ____ 

($_of which already has been paid 

and..($-) of which Is to be 

paid by the Government under the above 
mentioned contract, the undersigned ...... 

................... Assignee of______ 

____... Contractor under said con¬ 
tract, does and by the receipt of said sum 
shall for Itself. Its successors and assigns, re¬ 
mise, release and forever discharge the Gov¬ 
ernment, its officers, agents, and employees, 
of and from all liabilities, obligations and 
claims whatsoever In law and In equity under 
or arising out of said contract and assign¬ 
ment. 

IN WITNESS WHEREOF, this release has 
been duly executed this-day of 

..19... 


(Witnesses | 


(Assignee) 

By:.. 

Title:... 

Note —In the case of a corporation, wit¬ 
nesses are not required by the certificate 
below must be completed. 

cnmncAT* 

1. ........_____ certify that I 

am the_Secretary of the cor¬ 

poration named as Assignee in the forego¬ 
ing release: that ......._.........._ 

who signed said release on behalf of the As¬ 
signee was then _______ of said cor¬ 

poration; that said release was duly signed 
for and In behalf of said corporation by au¬ 
thority of Its governing body and is within 
the scope of Its corporate powers. 

(CORPORATE SEAL] ... 


§ 737.16-812-31 Modification* in A*- 
dgnmmt Form When Kxrrulrtl by 
Contractors Located in California. 

(A) § 15.812(d) approve* for use a 
form for Contractor’s Assignment of Re¬ 
funds. Rebates, and Credits required by 
paragraph <f) of the Allowable Cost, 
Fixed Fee, and Payment clause set forth 
In § 7.203-4. When the form la to be 
executed by contractors performing con¬ 
tracts In California, the form set forth In 
9 16.812(d) shall be revised as provided 
below. 

(1) The paragraph numbered “1” 
shall be revised to read as follows: 

I. Assign, transfer, set over and release to 
the UNITED STATES OF AMERICA (herein¬ 
after called the Government) all right, title 
and Interest to all refunds, rebates, credits or 
other amounts (including any Interest 
thereon) arising out of the performance of 
the said contract, together with all the 
rights of action accrued or which may here¬ 
after accrue thereunder (except those for 
refunds or rebates of, or credits for. taxes 
paid to the State of California or any politi¬ 
cal subdivision thereof). 

<2) The following paragraph shall be 
added immediately following the para¬ 
graph numbered “3": 

Subpart Q— Extraordinary Contractual 
Actions To Facilitate the National Defense 

§ 737.17—200 Request* for Qmlractual 
Adjustment. 

§ 737.17—201 Authority of llie Secretary. 

§ 737.17—201—30 The Secrrlary of the 
Nnvy. 

The Secretary of the Navy has retained 
all authority set forth In Part 17, Sub¬ 
part B. not delegated In § 737.17-201. 
§ 737.17-202, § 737.17-203 and § 737.301- 
51. 

§ 737.17-201-51 The Chief of Naval 

Material. 

The Chief of Naval Material Is au¬ 
thorized to amplify or Implement this 
Section by appropriate directive or in¬ 
structions not inconsistent with this 
Section. 

§ 737.17-202 Tin* Navy Contract Ail* 
jufttnient Hoard. 

There is hereby established in the 
Headquarters Naval Material Command 
the Navy Contract Adjustment Board. 
The Board shall consist of a chairman 
and not less than two nor more than six 
members, all of whom will be appointed 
by the Chief of Naval Material. Alter¬ 
nates may be appointed by the Chief of 
Naval Material to act in the absence of 
members. The Board shall be organized 
in the manner set forth in § 17.202-1, 
and the Board shall exercise the 
authority and discharge the duties set 
forth in Part 17 as related to 
Contract Adjustment Boards. The 
Board shall be the successor to the former 
Navy Contract Adjustment Board estab¬ 
lished under the authority of Title n of 
the First War Powers Act and Executive 
Order 10210, and, to the extent of the 
Board's authority, the Board may take 
action on any matter upon which 
the former Navy Contract Adjustment 
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Board might properly have acted prior to 
30 June 1958. The Board shall be respon¬ 
sible for making, on behalf of the Navy, 
such reports as may be required by the 
omce of the Secretary of Defense con¬ 
cerning actions under the Act of 28 Au¬ 
gust 1958 and Executive Order 10789. All 
matters of interpretation and questions 
of law arising in connection with requests 
submitted to the Navy Contract Adjust¬ 
ment Board shall be decided by the Office 
of the General Counsel, w hich Office shall 
protide the Board with all necessary 
legal advice and assistance. 

§737.17-203 Authority of Other Offi¬ 
cer* ami Official*. 

(a> Authority . The officers and officials 
designated in (b) below shall exercise 
the authority and discharge the duties 
set forth in Part 17 as related 
to officers and officials having authority 
under ft 17.203. 

<b> Delegations . The designees under 
paragraph (a) of this section are as 
follows: 

Commander of each Systems Com¬ 
mand: 

Chief of Naval Research: 

Aviation Supply Officer. Philadel¬ 
phia: 

Commander. Military Sealift Com¬ 
mand: 

Commandant of the United States 
Marine Corps; 

(c) Rcdelcoations. The authority 
hereby delegated may be redelegated, 
with or without the authority to make 
successive redelegations, and under ap¬ 
propriate terms, conditions, and limi¬ 
tations, and subject to the following 
restrictions: 

(1) The authority set forth in ft 17.203 

(a) (1) to deny requests for adjustment 
may not be redelegated below the Direc¬ 
tor of the procuring activity, or the head 
of a field purchasing activity. 

<2> The authority set forth in ft 17.203 
<a> (ii) and (ill), may not be redelegated 
below the Director of the Contracts Di¬ 
vision or the Director of the Purchasing 
Division of a procuring activity. 

<d> Copies of Redelegation. Two copies 
of each redelegation of authority as au¬ 
thorized above, shall be forwarded to the 
Navy Contract Adjustment Board. 

(e) Approxml of Counsel. Each exercise 
of the authority set forth in ft 17.203<a> 
by officers and officials listed in ft 17.203 

(b) *il) and ft 737.17-203<b> shall have 
the prior approval of Counsel for the 
procuring activity involved. 

§737.17-208 Processing Ca*e*. 

§ 737.17-208-1 Investigation. 

(a) The cognizant procuring activity 
shall take the following action in connec¬ 
tion with contractors' requests where it 
Is considered necessary to establish fi¬ 
nancial or cost facts: 

(1) Obtain a formal advisory audit re¬ 
port from the cognizant Government 
auditor (through the appropriate liaison 
office of the Comptroller of the Navy 
(Contract Audit Division); i.e., the Navy 
Area Audit Office having cognizance of 
the geographical area in which the pro¬ 
curing activity is located); 


(2) Specify in the request for audit 
the purpose for which the audit report 
will be used, making reference to the per¬ 
tinent aspect of the contractor’s request 
for relief and furnished to the Navy 
Area Audit Office, with the request, two 
copies of the pertinent financial or cost 
data submitted by the contractor; and 

(3) Forward the advisory audit re¬ 
port to the Board as part of the case 
file in those cases submitted to the 
Navy Contract Adjustment Board under 
ft 17.208-3. 

§ 737.17—208—2 Diapoaltfon H«T«m Sec¬ 
retarial I«r%cl. 

Where a contractor’s request for con¬ 
tractual adjustment is denied below 
Secretarial level, the contractor shall be 
furnished a letter explaining the reasons 
for the denial. See ft 737.17-208-5(b). 

§737.17-208-3 Inferred to the 

Navy Contract Adjustment Board. 

Procuring activities shall provide the 
Navy Contract Adjustment Board with 
five ‘5) copies of any case referred to the 
Board for decision under the provisions 
of Public Low 85-804. 

(ft) Records. See ft 737.17-208-5(0. 

§ 737.17—208—3 Maintenance of Hfc- 
«»rtK and Ktrporling under Part 17, 
Subpnrt II. 

This paragraph summarizes the re¬ 
quirements for records and reports by 
the procuring activities under Part 17, 
Subpart B. and ft 737.17-200. which are 
to be forwarded to the Headquarters 
Naval Material Command (Navy Con¬ 
tract Adjustment Board), in addition to 
the submission of cases under ft 17.208-3: 

(a) When the cognizant procuring 
activity receives a request for contrac¬ 
tual adjustment under Part 17. Subpart 
B, the preliminary record required by 
ft 17.207-3 is to be prepared and for¬ 
warded immediately. Each procuring 
activity shall number serially each re¬ 
quest as received by it, beginning with 
number 44 1”. This number shall be in¬ 
serted in the preliminary record after the 
name of the activity (see ft 17.401 (vli) >. 

(b) When action Is completed upon a 
request by issuance of a contractual 
document or a letter of denial, there shall 
be attached together and forwarded im¬ 
mediately. the documents required by 
§217.208-2fb>. ft 17.208-4<b>, and ft 737. 
17-208-2 as follows: 

< 1) Two copies of the Memorandum of 
Decision; 

<2 • One copy of the contractual docu¬ 
ment implementing the decision, or the 
letter of denial, as appropriate; and 

(3) One copy of the final record in the 
case. 

Items (I). (11) and (111) above shall bear 
the serial number assigned to the request 
in accordance with subparagraph <b> 
above. 

(c) When action is completed upon a 
request by the contractor's withdrawal 
of its request, there shall be prepared 
and forwarded immediately, one copy 
of the final record required by ft 17.280-2 
<b) bearing the serial number assigned 


in accordance with paragraph (b) of this 
section. 

(d) The procuring activities shill fur¬ 
nish to the Board such other records or 
information as it may request concerning 
requests for adjustment under Part 17, 
Subpart B. 

§ 737.17-208-6 Interdepartmental Co¬ 
ord mat nhu 

The procuring activity responsible 
for processing a contractor’s request 
for contractual adjustment under a Navy 
procurement shall be responsible for 
establishing liaison and Joint action with 
other Military Department and other 
departments and agencies of the Govern¬ 
ment except that the Navy Contract 
Adjustment Board shall have such re¬ 
sponsibility after any such case is sub¬ 
mitted to It. The cognizant procuring 
activity shall be responsible for all other 
interdepartmental coordination under 
ft 17 208-8, except that a finding that 
a contractor is essential to the na¬ 
tional defense for performance of Navy 
contracts or as a source of supply to the 
Navy may be made only by the Navy 
Contract Adjustment Board. Where a 
procuring activity desires to recommend 
such a finding, its recommendation 
shall be submitted to the Board by a 
letter in the form set forth in ft 17.208-3 
but containing only such of the listed 
data as may be sufficient for this purpose. 

§ 737.17-300 Itroidual Power*. 

§ 737.17-301 Delegation of Authority* 

§737.17-301-31 Transfer of Salc of 
tuvrrnmcnl Property to Contractor* 
and Subcontractor*. 

(a) Delegation. In accordance with 
ft 17.301. there is hereby delegated to 
each officer and official listed in ft 17.203 
(bxtt). without authority to reddcgatc. 
authority to approve, authorize and di¬ 
rect the transfer or sale of Government 
property having an estimated value not 
in excess of $50,000 to any Navy contrac¬ 
tor or subcontractor or vendor of such 
contractor, when in his Judgment: 

(1) Such transfer or sale is necessary 
or desirable to facilitate the performance 
of the Navy contracts involved: 

(2) It is not feasible to accomplish the 
transfer or sale under the provisions of 
Part 13 or 8 737.13-100: and 

(3) Under all the circumstances, the 
transfer or sale will facilitate the na¬ 
tional defense. 

(b> Prior Approval. Before making any 
such transfer the procuring activity con¬ 
cerned must secuy the prior approval of 
the Systems Command or Inventory* 
Control Point having inventory control 
of the property involved. 

(c> Limitations as to Property In¬ 
volved. The authority delegated hereby 
shall not extend to: 

ti) Property which has been declared 

excess to the needs of the Department of 
Defense, or has been reported for screen¬ 
ing. unless such property has been with¬ 
drawn in accordance with NAVSUPINST 
4500.12; 

(2) Property listed In NAVSUPINST 

4500.12; and 
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<tii> Property subject to a mandatory 
allocation order, unless the transfer In¬ 
volved Is in compliance therewith. 

<d) Payment . The prices at which the 
material all] be sold shall be determined 
In the same manner as they are deter¬ 
mined under I 737.13-702-50 < a) <v). The 
provisions for reimbursement or payment 
to the Government and the other ac¬ 
counting requirements set forth in NAV- 
SUP Manual. Vol U. Par. 25360. shall 
apply to each such transfer. 

(e> Records. One copy o( the Memo¬ 
randum for Approval required by 5 17.303 
shall be forwarded to the Chief of Naval 
Material, when executed, with two addi¬ 
tional copies for the Navy Contract Ad¬ 
justment Board. 

Subpart S—Transportation 
§ 737.19-200 Pburning and Solicitation. 

§ 737.19—201 Consignment and Mark¬ 
ing Instruction*. 

Consignment data in contracts shall be 
In accordance with the consignment in¬ 
structions in the Terminal Facilities 
Guide. United States Navy. Marine Corps, 
and Coast Guard (NAVSUP Pub. 445. 
MCO P4600.9). Improper consignments 
result in unnecessary expenditure of 
transportation funds because of switch¬ 
ing and other charges and delayed de¬ 
livery of material. 

§ 737.19—201—1 Invoicing Instruction* 
for Cla**ifird Contract*. 

To establish a uniform procedure for 
the preparation of invoices relating to 
classified contracts, procuring activities 
shall add the following paragraph to the 
Invoicing instructions pertaining to such 
contracts: 

In order to prevent disclosure of classified 
Information, invoices submitted under this 
contract shall be so prepared that tbe aup- 
piles or service covered thereby can be Identi¬ 
fied only by reference to the contract. Por 
example, the Invoice may state ’‘Contract 

N. Item 2. 100 fe $lj00-*l00.00." The 

security classification shown on the contract 
shall not appear on the invoices. 

§ 737.1‘>—207 Mode of Transportation. 

(ft) The Contract as Awarded. Con¬ 
tracts and purchase orders normally shall 
not specify a particular method of trans¬ 
portation or a particular carrier for the 
delivery of contract items. If the con¬ 
tracting officer considers it necessary for 
the Navy to control the method of trans¬ 
portation (e.g.. so as to expedite the 
movement of contract items or otherwise 
to fulfill special Navy requirements), the 
procurement shall generally be made on 
the basis of delivery f.o.b. origin, and this 
Is a valid reason for departing from the 
policy of 119.104. However, when 
special types of transportation equip¬ 
ment or limited facilities for the delivery 
and receipt of material at destination 
permit the use of only one mode of trans¬ 
portation, such special delivery require¬ 
ments may be included In f.o.b. destina¬ 
tion purchase documents without prior 
referral to appropriate MTMTS (Mili¬ 
tary* Traffic Management and Terminal 
Service Area Command >. 

<b> Contract Modification: f.o.b. Des- 
tination of f.o.b . Origin. Where it bc- 
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comes necessary to control the method of 
transportation under on f.o.b. destina¬ 
tion contract, and numerous changes are 
likely to be mAde. time permitting, the 
contracting officer shall issue a contract 
modification changing the place of de¬ 
livery to f.o.b. orlgtn and shall make an 
appropriate downward adjustment in the 
contract price. 

<c> Modification of fjo.b. Destination 
Contracts to Specify Trartsportation 
Method. Ordinarily changes in destina¬ 
tion or advancement of delivery date un¬ 
der f.o.b. destination contracts will be 
made by contract modifications which set 
forth the new destination or delivery date 
and adjust the contract price as neces¬ 
sary to reflect any increase or decrease 
in cost to the contractor. If it Is also 
necessary to specify a particular method 
of transportation, It is imperative that 
contracting officers consult the appro¬ 
priate MTMTS office <se« 1737.19-301 
and NAVSUP Manual. Vol. V) for advice 
relative to the method of transportation, 
which shall be stated In the contract 
modification. 

(d) Dispatch and Oral instructions to 
Contractors . If a shipment is extremely 
urgent and time doe* not permit prior 
modification of the contract to include 
the new destination or delivery date and 
method of delivery, the contracting offi¬ 
cer (or the cognizant Field Contract Ad¬ 
ministrator. as directed or authorized by 
the contracting officer) may issue dis¬ 
patch shipping instructions to the con¬ 
tractor to effect timely delivery of con¬ 
tract items. If time does not permit 
dispatch instructions, oral instructions 
may be given, but they shall be Imme¬ 
diately confirmed In writing. As soon as 
jxissfble, dispatch and oral Instructions 
shall be incorporated in a contract modi¬ 
fication. prepared in accordance with 
paragraph (c) of this section. Advice of 
military traffic management officers 
should be obtained prior to the issuance 
of dispatch or oral shipping instruction 
to the contractor in order that the most 
expeditious and economical method of 
transportation will be specified. Con¬ 
tracting officers should not specify 
methods of shipment without such prior 
consultation with MTMTS office. The 
basic policy and the authority in the 
selection of the method of transporta¬ 
tion are stated in NAVSUP Manual. VoL 
V. 

(e> Late Deliveries. All actions taken 
under this 1 737.19-207 shall be con¬ 
sistent with Part 8. Subpart F Termina¬ 
tion for Default and Section XXV. Pro¬ 
duction Surveillance and Reporting. 
Where it Is evident that the contractor 
will be delinquent in making delivery, 
the procedures specified herein shall be 
carefully administered to ensure that the 
Government does not pay for premium 
transportation used to meet delivery 
dates w r here delivery would otherwise be 
late. 

§ 737.19—207—1 Transportation mill De¬ 
livery Requirement* for (Taavified 
Procurement*. 

Procurements classified as Confi¬ 
dential or higher shall be purchased on 
f.o.b. origin basis when the size, bulk of 
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quantity to be transported will require 
the employment of commercial transpor¬ 
tation services. Under such circum¬ 
stances these procurements shall provide 
for trartsportation at Government ex¬ 
pense (normally on US. Government 
bills of lading). Routing Instructions, 
when required, will be obtained from 
the appropriate military sources (see 
I 737.19-301). These arc the only sources 
permitted to authorize commercial 
transportation wiUiin the Navy. Excep¬ 
tion is made with respect to shipments 
via those media which shipping officers 
(as defined in NAVSUP Manual Par. 
51056) have been delegated authority lo 
route. Representatives may obtain as¬ 
sistance and advice relative to the par¬ 
ticular mode of transportation to be 
employed from the appropriate military 
traffic management sources. See also 
DOD Information Security Program 
Regulation <DOD 5200.1-R) and De¬ 
partment of the Navy Supplement (OP 
NAVIN8T 5510.1D J. 

§ 737.19—300 Evaluation of Rid* and 
Proposal*. 

§ 737.19—301 Trait* portal ion Hair* and 
Related Coat*. 

§ 737.19—301—1. Sourer* of Transpor¬ 
tation Rate* and Related Co*U. 

(a) Requests originating in the Naval 
Systems Commands for assistance on the 
following will be addressed to the Trans¬ 
portation Management Specialists as¬ 
signed to the respective Systems Com¬ 
mand: 

il) Freight rates and related t rails- 
jrartation and handling costs. 

1 2> Transportation evaluations of in¬ 
vitations for bids and requests for 
proposals. 

(3) Transportation evaluations of 
specific procurement actions or docu¬ 
ments. 

(4) All other items of transportation 
management concern. After review and 
technical interpretation. Naval Systems 
Command Transportation Management 
Specialists will, as necessary, address re¬ 
quests for freight rates and related costs 
to the sources indicated in paragraphs 
(b). (c). and (d) of this section. 

(b) Requests for freight rates, rout¬ 
ing. ocean transportation rates. CONUS 
port handling charges and related com¬ 
mercial costs or other information per¬ 
taining to procurement evaluations or 
shipment of material expected to move 
from a CONUS point to another CONU8 
point or an overseas destination (includ¬ 
ing consideration of services available 
from commercial carriers, the Military 
Airlift Command (MAC) and the Mili¬ 
tary Sealift Command <MSC> will be 
addressed to the cognizant Military Traf¬ 
fic Management and Terminal Service 
Area Commander as indicated In Chap¬ 
ter 108 of the Military Traffic Man¬ 
agement Regulation <NAVSUPINST 
4600.70. MCO P4600.14). The term 
"CONUS port handling charges" includes 
accessorial service charges such as 
wharfage, heavy lift, handling and un¬ 
loading. 

(c> Requests by Navy contracting of¬ 
ficers for ocean transportation rates. 
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overseas port handling charges and 
related information pertaining to pro¬ 
curement evaluations or shipment of 
material expected to move between over¬ 
seas points or from an overseas point to 
CONUS win be addressed to the Navy 
Supply Systems Command (Transporta¬ 
tion Systems Division*. Marine Corps 
contracting officers shall obtain such in¬ 
formation from the Commandant of 
the Marine Corps (Code LFS-2*. The 
term “overseas port handling charges’* 
as used above, includes accessorial serv¬ 
ice charges such as wharfage, heavy lift, 
handling and unloading. 

<d) Requests by Navy and Marine 
Corps contracting officers for overseas 
f eight rates and related costs pertain¬ 
ing to procurement evaluations or ship¬ 
ment of material expected to move be¬ 
tween overseas points by land or com¬ 
mercial air will b: addressed to the over¬ 
seas Military Commander exercising as¬ 
signed common user military operated 
land transportation responsibility as 
directed by the overseas Theater Com¬ 
mander concerned. This service is pro¬ 
vided by the Army except as may be 
otherwise directed by the Theater Com¬ 
mander (Joint Sendee Instruction 
OPNAV 4640.3). 

Subpart T—Administrative Matters 

§ 737.20—700 A«*igtinirnt of Omlract 
Admin Ulna lion. 

§ 737.20—702 Re*pon«ibililir*. 

§ 737.20-702-3 Contract Administra¬ 
tion Office. 

(a) The contract administration office 
shall perform all assigned contract ad¬ 
ministration functions listed in 8 1.406 
to the fullest extent of its capabilities 
and refer functions beyond i is capa¬ 
bility to its parent headquarters for per¬ 
formance. 

(b) When feasible, the contract ad¬ 
ministration office shall perform such 
other contract administration functions 
not listed in 8 1.406 as may be re¬ 
quested by the purchasing office. If re¬ 
sources are not available to perform 
such functions, the contract administra¬ 
tion office shall so advise its parent 
headquarters and the purchasing office 
making the request. 

§ 737.20-702—I Project Manager or 
Procuring Activity. 

ta> Appropriate agreements shall be 
reached between the project manager or 
procuring activity and the applicable 
NAVPRO (Naval Plant Representative 
Office) or 8UPSHIP ‘Supervisor of Ship¬ 
building. Conversion and Repair) with 
respect to the functions of each relative 
to major defense system contract where 
the NAVPRO or SUP8HIP is to per¬ 
form functions not listed in 8 1.406(c). 
Those functions normally performed by 
NAVPROs and 8UPSHiPs. as listed in 
5 1.406(c), shall not be included in the 
agreement unless withheld, supple¬ 
mented, modified or clarified. 

(b) The objective of the agreement is 
to establish a clear understanding as to 
which Government element is respon¬ 
sible for administering specific aspects of 
the contract. The existence of a clear un- 
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ders tan ding will minimize the possibility 
that duplication may occur or that a re¬ 
sponsible element may be by-passed in 
providing Government direction to the 
contractor. Within the capability of 
NAVPROs and SUPSHIPSs. project 
managers or procuring activities shall 
delegate maximum authority to them to 
perform such functions as participation 
In preliminary design reviews and criti¬ 
cal design reviews, surveillance and 
monitoring of development risk, stand¬ 
ardization control, interface control, ap¬ 
proving contract changes, trade-off 
studies, approval of certain Class I en¬ 
gineering changes, approval of specifica¬ 
tions, etc. These functions should be in¬ 
cluded in the agreements. 

g 737.20-702—3 Monitoring Contrar- 
lor% 

(а) Within each NAVPRO (Naval 
Plant Representative Office) and SUP- 
SHIP (Supervisor of Shipbuilding, Con¬ 
version and Repair) administering con¬ 
tracts with contractors expected to have 
sales to the Government in excess of 
$3,000,000 during the next 12 months on 
other than firm fixed-price and fixed- 
price with escalation contracts, an in¬ 
dividual or organizational element shall 
be designated responsible for: 

(1) developing and maintaining an 
annual written plan and schedule for the 
performance of industrial reviews of the 
contractor’s operations to assure that the 
continuous should cast responsibility as¬ 
signed by 5 737.1.406-50'b) (4) is being 
fully implemented. This annual plan Is to 
provide coverage for each major indus¬ 
trial function of the contractor over a 
period of 2-3 years and Identify the orga¬ 
nizational units of the NAVPRO/8UP- 
SHIP assigned this surveillance respon¬ 
sibility. In the development of the should 
cost surveillance plan, consideration 
should be given to the annual olan of 
operations audits (functional area re¬ 
views) developed by the Defense Con¬ 
tract Audit Agency (DCAA) filed audit 
office, and to the extent possible, there 
should be an integration of the industrial 
review programs of organizational units 
of the NAVPRO/SUPSHIP with the 
operations audits programs of the DCAA 
office. 

(2) coordinating the performance of 
the continuous should cost efforts of the 
organizational units of the NAVPRO/ 
SUPSHIP; 

<3> coordinating the continuous should 
cost efforts of the NAVPRO SUPSHIP 
with those of the DCAA auditor and any 
other activity assisting the NAVPRO/ 
SUPSHIP; 

(4> assuring that the contractor takes 
appropriate action to correct conditions, 
policies, or practices which are not con¬ 
sidered the most economical and efficient 
for the performance of Government con¬ 
tracts; 

<5> issuing cost avoidance notices to 
the contractor advising of specific costs 
that will not be allowed if incurred; 

(б) coordinating NAVPRO/SUP8HIP 
actions to assure that the procuring con¬ 
tracting officer, project manager, the 
head of the procuring activity, and other 
responsible officials are Informed of rele- 
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vant matters significantly affecting the 
most economical and effective perform¬ 
ance of Government contracts: and 

<7> assisting NAVPRO/8UPSHIP. 
DCAA. and other Government personnel 
in obtaining access to pertinent contrac¬ 
tor policies, procedures, and related fi¬ 
nancial data and obtaining the assist¬ 
ance of the procuring contracting officer 
when such access Is being denied or im¬ 
paired. 

(b) When developing the plan required 
by (a)(1), the reviews, functions, and 
audit effort of the NAVPRO SUPSHIP 
and DCAA personnel required in the fol¬ 
lowing contract costs related areas shall 
be considered and integrated Into the 
overall NAVPRO/SUPSHIP should cost 
surveillance plan: 

(I) review of the contractor s manage¬ 
ment and operations as prescribed by 
contracts. ASPR. NPD, or other appli¬ 
cable regulations: 

<2> participation in reviews of the con¬ 
tractor’s operational (functional area re¬ 
views) conducted by the DCAA auditor in 
accordance with the Defense Contract 
Audit Manual iDCAAM 7640.1); 

(3> negotiation of Forward Pricing 
Rate Agreements: 

<4 > review and evaluation of contrac¬ 
tors* overhead in conjunction with 
negotiation or audit determination of 
final overhead rates; 

(5) negotiation of prices for: changes; 
orders under basic ordering agreements: 
and orders under contracts for pro¬ 
visioned and other items; 

(6) cost/price evaluation of contrac¬ 
tor’s proposals for procuring contracting 
officer; 

(7* determination of allowability of 
costs under cost-reimbursement type 
contracts during performance and upon 
completion; 

(8) administration of progress pay¬ 
ments; 

(8) review and evaluation of cost and 
funds reports; 

(10) representation on evaluation and 
demonstration reviews, and maintaining 
surveillance, in connection with appli¬ 
cable C/SCSC (Cost/Schcdule Control 
System Criteria) requirements; and 

(II) assure contractor compliance 
with promulgations of the Cost Account¬ 
ing Standards Board. 

(12) evaluation of any potential im¬ 
pact of prospective major contracts on 
contractor's cost, schedule, and techni¬ 
cal performance under existing con¬ 
tracts. and advising procuring contract¬ 
ing officers of findings. 

Cc> An official review of the NAVPRO/ 
SUPSHIP implementation of the con¬ 
tinuous should cost plan shall be con¬ 
ducted by the parent command at least 
annually. Whenever feasible, the review 
shall be performed concurrently and In 
conjunction with other review** or in¬ 
spections performed by the parent com¬ 
mand. 

(d> Where appropriate, the NAVPRO 
or SUPSHIP should establish a Con¬ 
tinuous Should Cost or Business Review 
Staff; reporting to the Offlcer-in-Charge 
(who is the Principal Administrative 
Contracting Officer), to perform the 
functions listed in paragraph (a) of this 
section. 

7, 1975 







RULES AND REGULATIONS 


1IC9 


(e> The plan required by paragraph 
(a>(> of this section must be tailored 
to the contractor and NAVPRO/SUP- 
SHIP concerned, taking into account 
the extent of competition in awarded 
contracts, the contractor's operating 
methods, the nature of the work being 
done, procurement cycle stage, business 
and industry practices, types of con¬ 
tracts involved, degree of technical and 
financial risk, ratio of Government/ 
commercial work, and extent that per¬ 
formance efficiencies have been pre¬ 
viously demonstrated Further, the plan 
should stress the importance of antici¬ 
pating potential problems and provide 
a means of calling them to the attention 
of the contractor at a stage early enough 
to enable preventive action to be taken. 

§ 737.20—702—6 Rc%pon«iliililSf« of 
NAVPKOs and SUPSHIP. for Vllow- 
n bilily of I'ndrr Cont-llcim- 

lmr*rmeitl Typr Contract*. 

(a) The cognizant NAVPRO <Naval 
Plant Representative Office* or SUP- 
SIUP (Supervisor of Shipbuilding. Con¬ 
version and Repair), assisted by the 
DCAA (Defense Contract Audit Agency) 
auditor, has final responsibility for de¬ 
termining whether costs incurred under 
cost-reimbursement type contract* are 
reasonable, allocable, and otherwise 
allowable. 

(b) § 3.800(c) designates the auditor 
as the authorized representative of the 
contracting officer for examining con¬ 
tract costs for the purpose of determin¬ 
ing allowable direct and indirect costs 
under Part 15. Contract Cost Principles 
and Procedures, except for negotiated 
overhead rates (§3.700). During per¬ 
formance of the contract, the auditor 
processes vouchers for provisional pay¬ 
ment subject to final audit. At comple¬ 
tion of the contract, the auditor forwards 
the completion voucher to the NAVPRO/ 
SUPSHIP accompanied by the final audit 
report which summarizes all costs incur¬ 
red and considered allowable from the 
inception to the completion of the con¬ 
tract. The NAVPRO 'SUPSHIP shall ap¬ 
prove the final voucher for the final pay¬ 
ment after assuring that the contractor 
has fully complied with all provisions of 
the contract. 

(c) The auditor issues DCAA Form 1, 
Notice of Contract Costs Suspended and/ 
or Disapproved, with a copy to the 
NAVPRO/SUPSHIP, with respect to 
costs claimed but not considered allow¬ 
able. The auditor is required to discuss 
controversial disallowances with the 
NAVPRO/SUPSHIP. prior to Issuing the 
DCAA Form 1. § 1.406<c> (iv> requires 
thnt the contract administration office 
determine, upon written appeal by the 
contractor, the allowability of costs sus¬ 
pended or disapproved by the auditor. 

(d> During the period of contract per¬ 
formance. the NAVPRO SUPSHIP is re¬ 
sponsible for the performance of contract 
administration functions listed in § 1.406 
and § 737.1-406-50. In the day-to-day 
performance of these functions. NAV¬ 
PRO SUPSHIP personnel should be 
alert to inefficient and uneconomical pol¬ 
icies and practices being followed by the 
contractor that can result in the incur¬ 


rence of unnecessary costs. If sufficient 
lnformaton is available to indicate that a 
contractor’s practice is causing unneces¬ 
sary contract costs, the NAVPRO/ 
SUPSHIP shall direct the issuance of the 
DCAA Form 1 by the auditor for the sus- 
. pension or disapproval of costs incurred, 
as provided by § 3.809(c) <i>. Where the 
NAVPRO SUPSHIP believes that un¬ 
necessary costs arc being incurred by a 
contractor, and requires audit assistance, 
available information should be coordi¬ 
nated with the auditor, and the NAV- 
PRO/8UPSHIP should request specific 
audit coverage of the functional area 
involved. 

§ 737.20—706 Ilcignatian of the IK*- 
bur.infc Office. 

§ 737.20-700—30 Defence Contract Ad¬ 
min Mention Service* l>i»ltur*ing Of¬ 
fice*. 

When contracts are assigned to an of¬ 
fice of Defense Contract Administration 
Services for administration, the cogni¬ 
zant Defense Contract Administration 
Services Regional Office <DCASR> shall 
be designated as the paying office. How¬ 
ever, when only source inspection is to be 
performed by a Defense Contract Ad¬ 
ministration Services Office for procure¬ 
ments of $2,500.00 or less, as authorized 
by § 20.703-1, the appropriate paying 
office listed in I 737.20-706-51 or § 737.- 
20-706-52 below shall be designated. 

§ 737.20—706-31 Other Military Depcirt- 
mrnt Di.btiming Office*. 

Contracts citing appropriations or 
funds of the Departments of the Army or 
the Air Force or of other DOD agencies 
will designate the appropriate finance 
offices of those Departments as specified 
in the applicable MIPRs. Contracts 
chargeable to the appropriations or 
funds of more than one Military De¬ 
partment will designate a disbursing or 


Disbursing office 
NRFC Washington, D.C_ 


NRFC Norfolk. V* 


NRFC Great Lake*. Ill 


NRFC San Diego. Calif 


NRFC San Francisco, Calif__ 


NRFC Pearl Harbor. Hawaii. 


financing office of each Department In¬ 
volved to disburse the appropriations of 
the Department, except that when such 
contracts are for research and develop¬ 
ment. a disbursing office of the procuring 
Department may be designated to make 
all payments. 

8 737.20-706-52 Navy DUbursing Of¬ 
fice*. 

(a) General. All contracts citing Navy 
appropriations which arc not assigned to 
a Defense Contract Administration Serv¬ 
ices Regional Office for administration 
shall designate the appropriate Navy dis¬ 
bursing office to moke payments against 
Navy appropriations. Except as otherwise 
provided In paragraphs <b> through <h) 
of this section; one of the disbursing 
offices listed herein shall be designated. 
In contracts providing for inspection and 
acceptance of items by the Navy at the 
contractor's plant, the Navy regional 
finance center (NRFC* serving the area 
in which the contractor's plant is located 
shall be designated as the paying office 
in the contract. In contracts providing 
for Inspection and acceptance at a point 
other than the contractor's plant, the 
Navy regional finance center serving the 
area in which the receiving activity is lo¬ 
cated shall be designated os the paying 
office in the contract; except that if the 
contract provides for inspection and ac¬ 
ceptance at more than one destination 
point or at a destination point outside the 
continental United States, the Navy re¬ 
gional finance center serving the area in 
which the principal office of the con¬ 
tractor (the office to wlilch delivery of 
the check is to be made) is located shall 
be designated as the paying office in the 
contract. See NavCompt Manual, par. 
046300. Exceptions to the foregoing are 
made in the case of certain orders issued 
by bureaus, systems commands and in¬ 
ventory control points os provided for in 
NavCompt Manual, par. 064006-3. 


Area served 

District of Columbta. Maryland and counttes 
of Arlington, Clarke, Culpeper, Fairfax, 
Fauquier. Frederick. King Oeorge. Loudon, 
Page. Prince William, Rappahannock, Shen¬ 
andoah. Stafford. Warren and Westmore¬ 
land. and the eities of Alexandria and Fair¬ 
fax in Virginia. 

Maine. New Hampshire. Vermont. Massachu¬ 
setts. Rhode leland, Connecticut. New 
York. New Jersey, Pennsylvania. Delaware, 
Virginia, except the areas served by the 
NRFC, Washington, D.C.; West Virginia, 
North Carolina. South Carolina. Teuneasoe, 
Georgia. Florida. Alabama, and Mississippi. 

North Dakota. South Dakota. Wyoming. Ne¬ 
braska, Colorado. Kansas. Minnesota. Iowa. 
Missouri. Wisconsin. Michigan. Illinois, In¬ 
diana. Ohio. Kentucky, Arkansas, Louisi¬ 
ana. Oklahoma and Texas. 

Southern part of California Including the 
Counties of Santa Barbara. Kern and San 
Bernardino and all counties south thereof. 
Arlaona and New Mexico and Clark County, 
Nevada. 

Northern part of California. Including coun¬ 
ties of Sou Luis Obispo. Kings. Tulare. Invo 
and ail counties north thereof. Utah. Ne¬ 
vada (except Clark County). Washington, 
Oregon, Montana, Idaho and Alaska. 

Hawaii. 
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(b) Contractu Citing the Appropria - 
tion 17X4912. Navy Industrial Fund. Ex¬ 
cept as provided in paragraph <c> of this 
section .when the contract is chargeable 
to the Navy Industrial Fund, the disburs¬ 
ing office will be the applicable Navy 
Industrial Fund activity if so cited on the 
requisition. Otherwise, the appropriate 
disbursing office listed in paragraph (a) 
of this section will be designated. 

<c) Contracts for Petroleum Products. 

(1 ) Except for the Military 8ealift Com¬ 
mand. Navy Industrial Fund activities 
regularly paying their own dealers: Bills 
will designate payment by their own dis¬ 
bursing office. Orders for petroleum for 
Military Sealift Command vessels will 
provide for payment by the disbursing 
office of the Military Sealift Command 
activity to which the ship is assigned, ex¬ 
cept that orders for petroleum products 
used as bunkers on government owned 
tankers administratively assigned to the 
Military Sealift Command and operated 
under a cost-plus-a-fixed-fee contract 
will provide for payment by the Com¬ 
mander. Military Sealift Command, 
Washington. D.C. when the charge is 
against a Navy Industrial Fund activity 
not regularly paying its own dealers’ bills 
or against any other Navy appropriation, 
orders will provide for payment by the 
appropriate office specified in paragraph 
<c> ( 2) of this section. 

(2) Except as otherwise provided by 
amendment to the general provisions for 
petroleum products, the following paying 
procedures apply to all deliveries: 

(1) The ordering activity will desig¬ 
nate NHFC San Francisco as the paying 
office if delivery is made within Arizona. 
New Mexico, California, Oregon. Wash¬ 
ington. Montana, Idaho, Nevada. Utah. 
Wyoming or Colorado, or. if the home 
office of the contractor is located in any 
such state and deliveries are made in 
those states, including deliveries outside 
those states under the same delivery 
orders. 

tit) The ordering activity will desig¬ 
nate NHFC Washington as the paying of¬ 
fice for all other deliveries. Including 
lnto-planc deliveries, as provided in 
Naval Supply Systems Command Man¬ 
ual, par. 22417-4. 

(3) Only one paying office will be des¬ 
ignated on each order. 

<d> Contracts for Solid Fuels. When 
coal is procured under contracts specify¬ 
ing delivery direct from designated 
mines. NHFC Washington will be desig¬ 
nated the paying office except when 
charge is to the Navy Industrial Fund 
and the disbursing office serving the Navy 
Industrial Fund activity is designated in 
the requisition. When coal is procured 
from retatil distributors the disbursing 
office will be selected in accordance with 
<a) and <b> above or <g) below as ap¬ 
propriate. 

<c> Ship's Store Stock. An east coast 
and a west coast disbursing office have 
been assigned the function of payment of 
dealer s bills for all ship’s store items 
w hich are listed in the Ship’s Store Afloat 
Stock Catalog. NHFC Brooklyn is the 
east coast office and NHFC San Francisco 
is the west coast office. 
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(f) Overseas Navy Commissary Store 
Merchandise. Fast Pay or Certificate of 
Conformance purchases of commissary 
store merchandise to be shipped via a 
continental United States transhipping 
activity will specify payment by NRFC 
Norfolk when shipment is via an east 
coast transhipping activity and NRFC 
San Francisco when shipment is via a 
west coast transhipping activity. 

fg) Contracts with Contractors out¬ 
side the United States. Invoices for into- 
plane deliveries under contracts will be 
forwarded directly to NRFC Washington. 
Except when payment is to be made by a 
DCASR in accordance with $ 737.20-706- 
50 or by a Navy disbursing office in Can¬ 
ada, contracts providing for payment in 
Canadian dollars will designate NRFC 
Washington as the paying office. In all 
other cases, contracts with contractors 
outside the United States will designate 
the disbursing office serving the receiving 
activity to make payment. 

<h) Superintendent of Documents. All 
orders on the Superintendent of Docu¬ 
ments will designate NRFC Washington 
as the paying office and billings will be 
submitted directly to that office as 
provided in NavCompt Manual, par. 
046301-2C. 

§ 737.20-900 (Corporate Admin’htrnlive 
Contracting Officer (CACO)» 

§ 737.20-901 General. 

(a) Part 20, Subpart H. provides policy 
and procedures for the assignment of a 
Corporate Administrative Contracting 
Officer (CACO) and the duties and re¬ 
sponsibilities of a CACO. A CACO will be 
established when the corporate structure 
is such that multi-divisional policy and 
procedures require ACO review and ap¬ 
proval and where the corporation re¬ 
tains the authority for decision-making 
in these areas. 

<b> Recommendations for appoint¬ 
ment of a CACO shall be submitted by u 
Contract Administration Office <CAO) 
via appropriate channels to the Chief of 
Naval Material for those applicable con¬ 
tractors assigned to Navy under the Plant 
Cognizance Program. The Chief of Naval 
Material will coordinate the recommen¬ 
dations with the Army. Air Force or De¬ 
fense Supply Agency/CAS. as applicable. 
If the decision is for the Navy to assume 
the CACO responsibilities, the Chief of 
Naval Material will notify the parent 
organization of the CAO so that imme¬ 
diate action may be taken by that orga¬ 
nization to select and appoint, in wTiting, 
an individual as the CACO. A copy of the 
appointment letter shall be provided 
Headquarters. Defense Supply Agency. 
Attention DCAS-J. for listing of the 
CACO in the DOD Directory of Contract 
Administration Services Components 
iDOD 4105.59-H). The parent organiza¬ 
tion shall also advise the contractor of 
the designation. 

<c> Regardless of the DOD component 
affiliation of the CACO, participation in 
the CACO program is required for CAOs 
at lower organizational segments of the 
contractor. Accordingly, affected Navy 
CAOs will designate an ACO as the Divi¬ 


sional ACO (DACO) for participation in 
the CACO program. 

§737.20—901 Dull.- ami Kr»|>«m»iluli- 
lie* of Corporate ACO. 

<a> The duties and responsibilities of 
the CACO arc set forth in Part 20, Sub- 
part H. Performance of such duties and 
responsibilities may Include, among 
others: 

(1) The review of contractor corporate 
policies and procedures, particularly as 
they relate to the incurrence of costs and 
the allocation thereof to government 
contracts or to costs generated at the 
corporate level and allocated to divisions, 
profit centers, etc. Items subject to such 
review may include, for example: 

(1) corporate home office expenses and 
divisional allocation; 

<U> travel and per diem; 

(111) relocation expenses; 

<iv) compensation program, including 
wages and salaries, overtime, pension 
plans, severance pay, bonus or incentive 
plans; 

(v) leasing policies; 

<vl) insurance programs; 

(vii) advance understandings on par¬ 
ticular cost Items; 

(vili) determining the adequacy of 
corporate Disclosure Statements under 
the Cost Accounting Standards; 

<!x) requesting the appointment of 
Divisional ACOs; 

(x> IR&D expenses policy; 

<xl) processing and executing nova¬ 
tion agreements; 

ixli) patent and royalty: 

(xili) lease versus purchase of ADP 
Equipment Analysis; 

<xlv) Contractor’s Weighted Average 
Share (CWAS) rating; 

<xv> termination policy; 

(xvi) compliance with cost account¬ 
ing standards and disclosed practices; 

(xvil) negotiating and entering into 
forward pricing rate agreements for 
home office expenses: 

(xvlli) property and disposal policy; 
and 

<xlx> departmental tri-scrvicc nego¬ 
tiations, as requested. 

(2) Providing to the DACOs pertinent 
reports of CACO review, negotiations and 
approvals or disapprovals. The rate and 
allocations so reported are not subject to 
further negotiation or audit determina¬ 
tion at the DACO level. 

<3) Conducting meetings as needed, 
normally not less frequently than on an 
annual basis; such meetings to be at¬ 
tended by interested CAO personnel, 
DACOs, contracting officers at interested 
purchasing offices, and Defense Contract 
Audit Agency personnel for discussion 
and resolution of contractual matters 
that have inter-divisional implications. 
When appropriate, representatives of 
other government organizations shall be 
Invited. How r ever. the total number of 
conferees should be kept to a practical 
minimum. A summary report of each 
meeting shall be furnished to the con¬ 
ference participants within 30 days after 
the close of the conference. 

<4) Maintaining such communication 
with DACOs as necessary to provide 
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pertinent information as to corporate de¬ 
velopment and acquiring knowledge of 
DACO problems and developments hav¬ 
ing corporation-wide impact. 

(5) In accomplishing the above or 
other official duties. CACOs will be per¬ 
forming at the corporate level appropri¬ 
ate ACO authorities and responsibilities 
as set forth in 3 1.406. In so doing, the 
CACO shall not duplicate audit func¬ 
tions set forth in 3 737.1-407. Normally, 
a CAC (Corporate Audit Coordinator) is 
assigned by DCAA to the corporate level. 
In such Instances, the CACO shall: 

(i) Coordinate with the CAC in pre¬ 
senting and resolving with the contrac¬ 
tor, corporate-wide problems of mutual 
interest; 

<il> Attend CAC conferences and dis¬ 
seminating the results of such confer¬ 
ences to DACO; 

(iii) Invite the CAC to attend appro¬ 
priate CACO meetings; 

(iv) Inform the CAC of all major ac¬ 
tions. policies, and/or agreements re¬ 
sulting from the CACO program. 

§ 737.20—905 Hnpoiuibililici of Divi¬ 
sional ACO (DACO). 

A Divisional ACO shall follow a policy 
of full disclosure and support to the 
CACO program. DACOs shall provide the 
CACO with: 

(1) Copies of any reports requested or 
considered pertinent for CACO consid¬ 
eration or action. 

<2> Complete information concerning 
any local problem areas which: 

(1) May also exist within the CACO 
complex, or 

(ii) Cannot be solved locally. 

§ 737.20-906 Agreement*. 

A written agreement between the 
CACO and each DACO shall be prepared 
by the CACO. The agreements shall 
identify and specify each function to be 
performed by the CACO and the DACO. 
Agreements shall be executed within 90 
days after the CACO is established. 

Subpart U— Procurement Management 
Reporting System 

§ 737.21—100 Individual Procurement 
Action Report (DD Form 330) 

§ 737.21—101 Preparation of DD Form 
330. 

g 737.21-101-1 Coding. 

The following coding shall be used for 
the DD Form 350 Items indicated: 

(a) Item IB. General. Entries in this 
block serve to identify procurement ac¬ 
tions executed by field contract adminis¬ 
tration offices or the section, branch or 
division responsible for procurement 
awards executed by certain Headquarters 
purchase organizations. 

<1> Field Contract Administration Of¬ 
fice Procurement Actions Only. Enter 
alpha code "P’ In Item IB for all pro¬ 
curement actions executed by a field con¬ 
tract administration office listed in the 
DOD Directory of Contract Administra¬ 
tion Services Components (DOD 4105.59- 
H). 

(2) Headquarters . Naval Sea Systems 
Command, Naval Air Systems Command 


and Naval Electronic Systems Command 
Procurement Actions Only. Enter a one- 
digit alpha or numeric code to identify 
the NAVSEA 02. NAVAIR 02 or NAV 
ELEX 02 Section, Branch or Division 
responsible for the procurement action 
being reported. The three affected com¬ 
mands will select their own codes and 
determine the extent of the breakdown, 
i.e., whether to report Divisions only or 
to report Branches and Sections. These 
three commands shall submit a list of 
the Divisions, Branches and Sections 
and related codes, and all subsequent ad¬ 
ditions and deletions, to the Chief of 
Naval Material (MAT 0214). 

(b) Item 2B, Department . Enter a 
single capital letter to identify • Depart¬ 
ment” in accordance with the following 
table: 

N—Navy 

M—Marine Corps 
A—Army 
F— Air Force 

P—Government Printing Office 
G—General Services Administration 
D—Office of the Secretary of Defense 
and Defense Agencies other than the De¬ 
fense Supply Agency 
S—Defense Supply Agency 
X—All others 

(c) Item 2E. Enter one of the follow¬ 
ing alpha codes for Kind of Procurement 
Action Codes 4, 6, and 8: 

(1) Code P—Action fully priced at 
time of issuance 

(2) Code N—Action not fully priced at 
time of issuance, and contractor not ob¬ 
ligated to total performance for a maxi¬ 
mum dollar amount. 

- (3) Code C—Action not fully priced at 
time of issuance, but contractor obli¬ 
gated to total performance for a maxi¬ 
mum dollar amount. 

<4) Code S— Action fully priced super¬ 
seding a not fully priced action. 

<d> Item 22, Date of this Action and 
Item 23, Estimated Completion Date . En¬ 
ter alpha-numeric codes to indicate 
month and calendar year. Codes and ex¬ 
amples are: 

Months: 

A—%Tan El —May 
B—Feb F—Jim 
C—Mar O—Jul 
D—Apr H —Aug 


Calendar Years 
I—Sep 6—1976 
J—Oct 5—1975 
K—Nov 4—1974 
Lr—Dec 


Example: Date of this Action. 22 Au¬ 
gust 1974, would be coded H/4 22 
Example: Estimated Completion Date. 
May 1976, would be coded E/6 

<e) Item 24A . Procurement Adminis¬ 
trative Leadtime. Enter the number of 
elapsed calendar days from the date the 
Procurement Request was received in 
Contracts in a form that it could be proc¬ 
essed until the date the award was made. 
Example: The Procurement Request was 
received on 10 January 1974, and the 
award was made on 2 July 1974. The 
entry in Item 24A would be ”173” for the 
elapsed calendar days. Entry in Item 
24A applies only to Definitive Contracts, 
l.e., those that are shown as Code 3 in 
Item 14 on DD Form 350. 

(f) Report Control 8ymbol DD-I&L 
(M) 1014 applies. 


Subpart V—Service Contracts 

§ 737.22—200 Procurement of Expert or 
Consultant Service*. 

g 737.22-200-1 Scope of Part. 

Additional Navy procedures governing 
the procurement of personal services of 
experts or consultants, or organizations 
thereof, under authority of 5 U.S.C. 3109 
(formerly 5 U.S.C. 55a) are set forth in 
the Federal Personnel Manual, Chapter 
304 and Appendix C thereto (CMMI 
304-C). 

§ 737.22-203 Policy. 

In the case of task type contracts, 
where personal services arc not Involved, 
there is not need to invoke the excep¬ 
tional authority of 5 UB.C. 3109 even 
though the services of experts and con¬ 
sultants are utilized. Accordingly. 5 
U.8.C. 3109 should not be used as author¬ 
ity for such task type contracts. 

Subpart W—Subcontracting Policies 
and Procedures 

g 737.23-100 Review of Contractors* 
Procurement SyMrm*. 

g 737.23-101 Review Criteria. 

g 737.23-101-1 Review of Contractor*' 
Procurement SyMcm*. 

<a) Scope . This NPD supplements 
ASPR guidance concerning the criteria 
for performing an Initial CPSR (Con¬ 
tractor Procurement System Review); 
deciding upon the need for subsequent 
reviews: and determining the composi¬ 
tion of the CPSR team. In addition, re¬ 
quirements are established for evaluating 
the efforts of the NAVPRO (Naval Plant 
Representative Office) or the SUPSHIP 
(Supervisor of Shipbuilding. Conversion 
and Repair* in maintaining surveillance 
of the contractor’s procurement system. 

<b> Expanded Criteria for Conducting 
CPSRs. Initial CPSRs shall be conducted 
when required by $ 23.101 and. in addi¬ 
tion, in those situations where it is ex¬ 
pected that the contractor under the 
cognizance of a NAVPRO or SUPSHIP 
will have sales to the Government during 
the next twelve-month period In excess 
of $5,000,000 on non-competitive (as to 
price) negotiated contracts (including 
modifications to competitively awarded 
contracts) whether these include firm 
fixed-price contracts, fixed-price con¬ 
tracts with escalation, or other contract 
types. 

(c> Subsequent Reviews. Where the 
annual evaluation of the need to perform 
a subsequent CPSR (f 23.101(b)) results 
in a decision by the NAVPRO or SUP 
SHIP that none is necessary, a written 
determination to the effect, including the 
rationale therefor, shall be made. A copy 
of the determination and findings sliail 
be furnished to the higher headquarters 
activity within the command responsible 
for establishing CPSR schedules. 

(d) CPSR Teams . Navy CPSR teams 
shall include, on a full or part-time basis 
as appropriate, personnel with back¬ 
ground and skills in purchasing, financ¬ 
ing. estimating, engineering, quality as¬ 
surance, production and material control. 
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and other expertise considered necessary 
by the team captain. ASPR 81-202.1 
provides additional guidance concerning 
the review team. 

(e> Review of NAVPR 9/SUPSHIP 
Subcontracting Surveillance Program. 

1 1> Before completion of a review 
< whether initial or subsequent) of the 
contractor's procurement system, the 
CPSR team shall, except as noted in (2) 
below, perform a review of the NAVPRO 
or SUPSH1P subcontracting surveillance 
program (see 5 737.23-108-1). This re¬ 
view si mil entail an evaluation of the 
following aspects of the program: 

<D Adequacy of the written surveil¬ 
lance plan; 

(ID Extent to which the surveillance 
efforts of the organizational units and 
the resident auditor are being coordi¬ 
nated; 

(ill) Timeliness of follow-up action to 
determine the corrective measures being 
taken by the contractor; 

(lv> Degree to which supporting con¬ 
tract administration is being effectively 
utilized: 

<v) Adequacy of the procedures being 
followed to maintain complete visibility 
of the status of critical subcontractors: 

and 

(vl> Results attributable to the sur¬ 
veillance program, e.g., effective imple¬ 
mentation of Government recommenda¬ 
tions by the contractor, continued prog¬ 
ress in detecting and resolving problems, 
contractor emphasis on problem preven¬ 
tion and adoption of preventive meas¬ 
ures. 

(2) When necessitated by time limita¬ 
tions. the review of the surveillance pro¬ 
gram may be curtailed provided such a 
review was accomplished by higher 
headquarters during the preceding six 
months. 

(3) The CPSR team shall provide on- 
the-spot guidance to the NAVPRO or 
SUPSH1P If the CPSR Indicates a need 
for an increase or reduced level of sur¬ 
veillance as the case may be * 5 737.23- 
108-1 (c)) or a need for additional atten¬ 
tion to specific areas. 

(4) A summary of the findings result¬ 
ing from the review of the surveillance 
program shall be included in the CPSR 
report, together with recommendations 
for improvement and a conclusion as to 
the overall adequacy of the program. 
Where the surveillance review was cur¬ 
tailed in accordance with paragraph 
<e) (2) of this section, the document con¬ 
taining the findings of the earlier review 
shall be referenced. 

§ 737.23-108 SunfilLinre of llic < x>n- 
IrnrlorV Appro>rd I'rorureiiMrnt Sy»* 
lent. 

§ 737.23—108—1 Stir* rill n nr «• of Sub¬ 
contracting Operation*. 

(a) General. Subcontract costs rep¬ 
resent a large percentage of the total 
cost of defense procurements. Also, a 
close relationship exists between sound 
subcontracting practices and the achieve¬ 
ment of prime contract objectives. To 
determine the effectiveness of subcon¬ 
tracting operations, the NAVPRO (Naval 


Plant Representative) and the SUPS HIP 
< Supervisor of Shipbuilding, Conversion 
and Repair) shall establish and maintain 
a suitably selective and flexible program 
providing for the continuous, compre¬ 
hensive surveillance of the contractor's 
procurement system. 

(b) Definition. As used in this NPD, a 
contractor's procurement system refers 
to the collective policies, procedures, 
methods, practices and operations util¬ 
ized by the contractor to purchase, rent, 
lease, or otherwise obtain material or 
services required for contract perform¬ 
ance. It includes such functions as deter¬ 
minations and definition of require¬ 
ments, solicitation and. selection of 
sources, preparation and award of sub¬ 
contracts and intra-company transac¬ 
tions, and all phases of the administra¬ 
tion of subcontracts and intra-company 
transactions, including their close-out 
and settlement. 

(c) Purpose of Surveillance. (I) The 
purpose of maintaining surveillance of 
subcontracting operations is to determine 
how effectively they are contributing to 
prime contract cost, schedule and tech¬ 
nical performance requirements; to as¬ 
certain what improvements are necessary 
in the contractor’s procurement system; 
and to assure that preventive or correc¬ 
tive action U token in a timely manner. 
To accomplish this purpose, surveillance 
efforts shall be directed to those con¬ 
tractor procurement practices which 
significantly* affect cost, schedule, or 
technical performance. 

(2) Care shall be exercised to assure 
that surveillance Is not maintained or 
extended beyond the level necessary to 
protect the interests of the Government. 
Specifically, surveillance shall not be 
conducted to investigate matters of 
minor significance, to obtain statistical 
data simply for the purpose of maintain¬ 
ing statistics, or solely for the purpose 
of determining compliance with appli¬ 
cable regulations. Prompt action shall be 
taken to modify or reduce surveillance 
as changing circumstances warrant or 
as may be commensurate with a results- 
oriented surveillance program. As In all 
contract administration matters, it is es¬ 
sential that contract administration per¬ 
sonnel be fully observant of the prime 
contract terms and conditions in order 
to avoid actions which exceed contrac¬ 
tual requirements and to assure that any 
directions, suggestions or requests ad- 
wlth the contract provisions, 
dressed to the contractor are consistent 

(d) Applicability. The subcontracting 
operations of contractors under NAV 
PRO 8UPSHIP cognizance shall be kept 
under continuous surveillance regardless 
of the approval status of the contractor's 
procurement system. 

(e) Responsibilities for Surveillance. 
The surveillance responsibilities of the 
respective organizational units of the 
NAVPRO or SUP8HIP shall b« clearly 
defined and their efforts coordinated to 
obtain best results. Within each contract 
administration office an individual shall 
be designated who will be responsible for: 

(1) Developing and maintaining a 
surveillance plan; 


(2) Coordinating the surveillance ef¬ 
forts of the organizational units and tlic 
contract auditor, taking care to avoid 
duplication of the functions Involved: 

(3) Assuring that the contractor takes 
necessary corrective action; and 

(4) Coordinating and controlling the 
use of supporting contract administra¬ 
tion by other contract administration 
offices when required. 

(!) Surveillance Plan. Since procure¬ 
ment operations permeate the entire or¬ 
ganization of the contractor, surveillance 
in one sense is an awareness by NAVPRO 
or 8UP8HIP personnel of how engineer¬ 
ing, production and quality problems re¬ 
late to procurement problems. To be 
fully effective, the surveillance program 
must be continuous, comprehensive and 
flexible. Under a flexible approach, the 
nature and extent of surveillance will 
vary with the applicable circumstances. 
For example, a greater degree of sur¬ 
veillance shall be maintained for devel¬ 
opment and Initial production effort 
than for follow-on production, and cost- 
type contracts shall bo monitored more 
closely than fixed-price contracts. The 
following policies and procedures shall 
apply in formulating the surveillance 
plan: 

<1> A written plan, providing for con¬ 
tinuous surveillance of subcontracting 
operations shall be developed by each 
NAVPRO and SUPSHIP. The plan shall 
be based on the guidance concerning sub¬ 
contracting evaluations provided herein, 
in addition to that contained in Part 23, 
ASPR Supplement No. 1 and the DOD 
Manual for Contractor Procurement 
System Reviews. 

(2) The surveillance plan shall en¬ 
compass all aspects of the contractor's 
procurement system and all operations 
which impact the contractor's procure¬ 
ment, including but not limited to deter¬ 
mination and definition of requirements, 
purchasing, estimating, financing, prog¬ 
ress payments, reimbursement of costs, 
engineering, qualification approval, pri¬ 
orities and allocations, schedules and de¬ 
livery dates, expediting, transportation, 
quality assurance, reliability, maintain¬ 
ability. test requirements, production, 
material control. Government property, 
provisioning, repair parts, plans, tech¬ 
nical manuals, industrial security, make- 
or-buy decisions, small business, labor 
surplus and minority business enterprise 
programs. Particular emphasis should be 
given to fiowdown of prime contract pro¬ 
visions and. where applicable, the re¬ 
quirements of Pli. 87-853, “Truth-in- 
Ncgotiatlons” Act. 

(3) The surveillance plan shall be 
tailored to the contractor concerned, 
taking into account the extent of compe¬ 
tition obtained, the contractor's oper¬ 
ating methods, the nature of the work 
being done, procurement cycle stage, 
types of contracts involved, degree of 
technical and financial risk, criticality of 
delivery, security classification, and per¬ 
formance history. The plan shall pro¬ 
vide for frequent, selective observations 
of day-to-day operations related to re¬ 
quirements determination, cost/price 
analysis, award and subcontract ad- 
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ministration. Further, the plan should 
stress the Importance of anticipating po¬ 
tential problems and protide a means of 
calling them to the attention of the con¬ 
tractor at a stage early enough to enable 
preventive action to be taken Early in¬ 
volvement at the pre-contract stage is 
especially Important when the proposed 
subcontract requires Government con¬ 
sent prior to placement. 

(4) The surveillance plan shall provide 
procedures for Informing the contractor 
of surveillance findings and related 
recommendations; for following up. as 
necessary, to effect recommended Im¬ 
provements; and, when warranted by the 
findings, for rescinding approval of the 
contractor's procurement system. 

<g> SigniAcant Areas lor Surveillance . 
Surveillance of subcontracting oper¬ 
ations shall be conducted to assure that 
subcontract; 

(1) Drawings, plans and specifications 
properly reflect contract requirements 
including those related to performance, 
quality, maintainability and reliability; 

(2) Quantities ordered are realistic 
and reflect effective material control and 
usage; 

(3) Awards are made on a competi¬ 
tive basis whenever feasible; 

(4) Delivery or performance sched¬ 
ules permit the contractor to keep his 
prime contract w’ork on schedule; 

(5) Cost price analysis and negotia¬ 
tion result in fair and reasonable prices; 
and 

(8) Administration provides the prime 
contractor reasonable visibility of the 
subcontractor's cost, schedule and tech¬ 
nical performance. 

An overall objective in connection with 
the surveillance of subcontracting op¬ 
erations is to assure that the prime con¬ 
tractor performs a thorough review and 
evaluation of subcontractor cost and 
pricing data, technical representations 
and delivery schedules. 

(h) Attendance at Contractor Meet - 
inos. NAVPRO and SUPSHIP personnel 
shall be encouraged to attend, on a selec¬ 
tive basis, contractor procurement meet¬ 
ings. bid openings, program reviews, ma¬ 
terial review board sessions, subcon¬ 
tractor briefings, make-or-buy reviews 
and the like. 

<i) Critical Subcontractors. Critical 
subcontractors, that is. those performing 
significant design work, building com¬ 
plex systems, holding high dollar value 
awards, or working on long leadtime 
items, shall be Identified for special man¬ 
agement attention. This identification 
shall be accomplished as early as possible 
and in coordination with the prime con¬ 
tractor. The degree of involvement by the 
prime contractor in progressing critical 
subcontracts including technical liaison 
and assessment of risk shall be of pri¬ 
mary concern. 

<J> Selection of Subcontractor. The 
contractor's source selection methods 
particularly with respect to the selection 
of critical subcontractors must be 
thoroughly reviewed. The review of cri¬ 
tical subcontractor selections should be¬ 
gin as early in the procurement cycle as 
possible and include the prime contrac¬ 


tor's advance procurement plan, request 
for proposal and formal contractual doc¬ 
ument. Emphasis shall be placed during 
the review on conformity with Depart¬ 
ment of Defense acquisition policies as 
outlined in DOD Directive 5000.1. 

(k) Subcontractor Performance. Fre¬ 
quent examination shall be made of the 
contractor s records concerning subcon¬ 
tractor cost, schedule and technical per¬ 
formance putting stress on those regard¬ 
ing critical subcontracts. When appro¬ 
priate. the contract administration office 
having cognizance over the subcontrac¬ 
tor may be requested to provide supple¬ 
mentary information as a means of veri¬ 
fying the information obtained from the 
contractor's records. 

Subpart X—Disposition of Personal 

Property in Possession of Contractors 

§ 737.21—200 Method* of I)Upo*aL 

§737.21—203 Srrfftiinc of Contractor 
Inventory. 

§ 737.21—203—7 Procurement of Park¬ 
ing, Crating and Handling (PC&II) 
Service*, 

fa) Where a contract does not require 
the contractor to provide packing, crat¬ 
ing and handling services on excess Gov¬ 
ernment property, or where such PCIeH 
services occasion any cost to the con¬ 
tactor for which he will not otherwise be 
compensated, the contract administra¬ 
tion office siiall obtain PCfcH services 
from the contractor in possession by con¬ 
tract modification if the contract pro¬ 
vides for such a modification. Otherwise, 
such PCfcH services shall be procured 
from the contractor in possession or 
other contractor as follows: 

(l) If the estimated price is $2,500 or 
less, the ACO shall purchase the services 
in accordance with Part 3. Subpart F, or 

(2) If the estimated price of pur¬ 
chasing such services is in excess of 
$2,500. the ACO shall request the nearest 
Navy filed purchasing (NAVSUP Publi¬ 
cation 467), to effect the procurement. 
For Marine Corps contracts, the cogni¬ 
zant PCO shall be requested to effect the 
procurement. 

Subpart Z—Contract Modifications 

§ 737.26—1(H) Modification. 

§ 737.26—101 Pricing i>f Contract Mod¬ 
ification*. 

(a) Policy . Contract modifications, as 
defined in 11.201-2 and 126.101, made 
to fixed price type contracts shall be 
fully priced nnd otherwise fully definitive 
at the time of issuance wherever possible. 

<b> Criteria and Procedures for the 
Creation of Contractual Obligations that 
are not Fully Priced. In those cases 
where it is not passible to fully price new 
contractual obligations of the type 
referred to in paragraph (a» of this sec¬ 
tion. with the exception of those modifi¬ 
cations falling within the criteria set 
forth in paragraph <c> of this section, 
no such modification should be issued 
unless it Li sufficiently definitive that the 
Contractor is willing to and does obligate 
himself to total performance within a 
stated period of time for a maximum 
dollar amount which bear a reasonable 


relationship to the work to be performed. 
In addition to the foregoing, all such 
modifications that are issued shall con¬ 
tain a milestone schedule which culmi¬ 
nates in a mutually agreed date upon 
which complete definiuzatlon will occur. 
Such date shall be at most within 180 
days after the issuance of the modifica¬ 
tion. or upon completion of 40% of the 
work to be performed, whichever occurs 
earlier. In the latter case, tiie modifica¬ 
tion shall require the Contractor to pro¬ 
vide reasonable notice to the Government 
with respect to the progress of the work 
in terms of percentage of completion. 
Only rarely should more time be required 
for complete dcflnitizaUon. It may be 
granted only by the head of the activity 
authorized to issue the modification upon 
a written finding setting forth the cir¬ 
cumstances which necessitate the grant¬ 
ing of additional time. 

<c) Limitation of Authority . Modifica¬ 
tions to fixed price type contracts that 
do not fully comply with paragraph <b> 
of this section shall not be Issued unless 
specifically approved by the Chief of 
Naval Material In each instance, subject 
to the following exceptions: 

(1) Contractual instruments for work 
which it is estimated will cost the Gov¬ 
ernment less than $10,000 (net value); 

<2> Modifications to major new ship 
construction or conversion program con¬ 
tracts. if the delay incident to obtaining 
the approval of the Chief of Naval Mate¬ 
rial would be likely to create a significant 
ship delivery schedule slippage, and if 
the work to be performed is expected to 
cost the Government less than $50,000 
(net value); provided, however. That any 
such modification shall be personally ap¬ 
proved by the cognizant Supervisor of 
Shipbuilding, Conversion and Repair. 
In every case, the requirements of other 
existing law and regulation pertaining 
to the obligation of the Government by 
contract shall be fulfilled. 

(d> Documentation. Whenever a modi¬ 
fication that is not fully priced Is to be 
Issued, a memorandum signed by the 
liead of the activity otherwise authorized 
to issue the modification shall be pre¬ 
pared for the contract flic. The memo¬ 
randum shall set forth the facts which 
necessitate issuance of such a modifica¬ 
tion. 

§ 737.26-102 Execution of i Contract 
Modification RrlniNing KxrfM Funds 

<a> Delegation of Authority. Subject 
to the limitations prescribed in tb) below , 
authority is hereby delegated to Admin¬ 
istrative Contracting Officers to execute 
contract modifications providing for the 
de-obligation of unexpended dollar bal¬ 
ances considered excess to known con¬ 
tract requirements in those applica¬ 
ble Navy contracts assigned for ad¬ 
ministration. 

(b) Limitations. This delegation ap¬ 
plies only to that portion of: 

(1) Navy cost-type contracts where 
Navy funds are Involved; 

<2> Navy fixed-price type contracts 
where Navy funds are obligated or com¬ 
mitted pursuant to provisioning proce¬ 
dures. or, where Navy funds for enginecr- 
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ing services and related support are 
involved. 

(c) General . It is recognized that some 
restorations to the contract funds may 
have to be made by the Procuring Con¬ 
tracting Officer from time to time since 
identification of excess funds is based in 
part on estimates. However, the intent 
of this NPD is to delegate certain addi¬ 
tional responsibilities to Administrative 
Contracting Officers in the administra¬ 
tion of Navy appropriated funds. 

<d) Procedures. tl> The Administra¬ 
tive Contracting Officer shall, subject to 
the limitations prescribed in (b) of this 
section, execute a bilateral contract 
modification reducing the dollar balance 
of the contract when : 

(1) The contractor reports excess 
funds to the Administrative Contracting 
Officer, in accordance with the Limita¬ 
tion of Cost clause in his contract; 

<U> The contract is physically com¬ 
pleted < ASPR 32-301.1) and funds in ex¬ 
cess to known requirements are avail¬ 
able (if final payments has been made on 
a physically completed contract, any ex¬ 
cess obligated funds niay be de-obligated 
unilaterally), or 

(ill) Information with respect to ex¬ 
cess funds is otherwise available (e.g., 
identified on contractually required re¬ 
ports). 

If more than one appropriation is in¬ 
volved. the excess amount for each ap¬ 
propriation shall be identified. The Ad¬ 
ministrative Contracting Officer Is au¬ 
thorized to Include statements of fund¬ 
ing contingencies reserved by either 
party for further Government obligation 
and to effect a net reduction of the dollar 
balance of obligated Navy funds. 

(2) Normally, the Administrative Con¬ 
tracting Officer will execute the contract 
modification without consulting the Pro¬ 
curing Contracting Officer. However, in 
exceptional situations, the Administra¬ 
tive Contracting Officer may confer with 
the Procuring Contracting Officer prior 
to issuance of the contract modification. 

<e> Documentation. The Administra¬ 
tive Contracting Officer shall document 
the contract file with data in support of 
his determination that funds are con¬ 
sidered excess. 

§ 737.26-103 V«ln»mi*trat»«n of Con¬ 
tract Provision** for IdjuMment of 
Payment and 1 .imitation mi Pay in 
Payment anti l.imitation on 
Payment*. 

(a) Submission of Quarterly State¬ 
ments. The NAVPRO SUPSHIP (Naval 
Plant Representative Office or Supervi¬ 
sor of Shipbuilding. Conversion and Re¬ 
pair) is responsible for maintaining con¬ 
trols for the purpose of assuring that 
contractors submit the quarterly state¬ 
ments required by the Limitations on 
Payments paragraphs of Incentive Price 
Revision clauses (8 7.108) and Price 
Redetermination clauses (17.109) to 
the PCO (Procuring Contracting Offi¬ 
cer). with a copy to the designated pay¬ 
ing activity/activities. If the contractor 
fails to sub mit the statement, the NAV 
PRO / SUPSHIP shall notify the con¬ 
tracting officer, the designated paying 
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activity/activities and the cognizant 
DCAA contract auditor of the delay and 
the reasons therefor. Payments shall be 
suspended by the paying activity/activi¬ 
ties if the statement is not submitted 
when due. 

(b) Review of Quarterly Statements. 

(1) Unless the NAVPRO SUPSHIP or 
auditor has cause to doubt or question 
the accuracy of statements furnished in 
accordance with the limitation on pay¬ 
ments provisions, such statements shall 
ordinarily be relied upon, and prompt 
payments under the contract shall be 
made pending review. Arrangements 
shall be made by the NAVPRO SUPSHIP 
for Joint reviews with the auditor of 
quarterly statements. The frequency and 
scope of such reviews shall be dependent 
on the dollar amounts involved and the 
extent of any Indicated divergence be¬ 
tween interim billing prices and the act¬ 
ual cost of delivered items. At least one 
comprehensive review shall be made an¬ 
nually. Among other tilings, review pro¬ 
cedures shall establish that costs attrib¬ 
uted to delivered items have been ex¬ 
cluded from the costs set forth as the 
basis for unliquidated progress payments 
on Contractor’s Request for Progress 
Payment (DD Form 1195) 

(2> In certain cases, the NAVPRO/ 
SUPSHIP may have reason to question 
the accuracy of statements furnished 
in accordance with the limitation on 
payment provisions and the amounts in¬ 
volved may be significant. Unless the 
contractor provides a satisfactory expla¬ 
nation of correction, together with any 
indicated refund, the NAVPRO/8UP 
SHIP should notify the paying activity/ 
activities to withhold payments under 
the contract in an amount deemed suffi¬ 
cient to cover additional refunds that 
would have resulted from correct quar¬ 
terly statements. 

(c) Refunds and Adjustments. (1) 
Ascertainment and Collections. The 
amount of any monies due from contrac¬ 
tors to the Government shall be ascer¬ 
tained promptly and collected expedi¬ 
tiously. The NAVPRO/SUPSHIP shall 
establish appropriate controls to expe¬ 
dite prompt collection. Any necessary 
supplemental agreements to provide for 
refunds or adjustments shall be prepared 
expeditiously and executed w ithout delay. 

(2) Voluntary Refunds or Payment 
Adjustments. The making of voluntary 
refunds by the contractor in anticipation 
of retroactive price reductions shall be 
encouraged. No proposed voluntary re¬ 
fund shall be refused or delayed, and all 
such be accepted without prejudice to 
final pricing. 

(3) Billing or Interim Price Adjust- 
ments . Where it is apparent that the in¬ 
terim contract prices are. and will con¬ 
tinue to be, excessive, the NAVPRO/ 
SUPSHIP shall recommend to the PCO 
that billing prices covering future de¬ 
liveries be modified, and shall notify the 
Chief of Naval Material (MAT 022) of 
the recommendation. However, if reduc¬ 
tions in billing prices arc proposed by the 
contractor, they shall be made effective 
immediately without prejudice to further 
adjustments. Similarly, mutually agreed 


billing prices shall be made effective im¬ 
mediately. Billings voluntarily reduced 
by contractors shall, if otherwise proper, 
be paid at the reduced amounts without 
awaiting contract modification. 

(4) Refunds or Payment Adjust¬ 
ments—Final Pricing Proposal. Where 
the contractor’s price proposal under 
price redetermination or incentive con¬ 
tracts indicates that a significant refund 
will be due, the NAVPRO/SUPSHIP 
shall promptly secure an appropriate 
voluntary or mutually acceptable refund 
from the contractor. 

(5) Supporting Documentation for 
Refunds and Adjustments. In connection 
with (i) voluntary refunds, (ii) mini¬ 
mum refunds proposed by contractors In 
connection with final pricing proposals, 
and (ill) refunds incident to quarterly 
statements, contractors shall not be re¬ 
quired to furnish concurrent itemization 
of adjustments to be made on past bill¬ 
ings. nor to furnish adjusted bills con¬ 
currently. The making, acceptance and 
deposit of refunds will not be delayed 
pending any necessary accounting ad¬ 
justments. 

§ 737.26*200 Negotiation and Execu¬ 
tion of Supplemental Agreement a 
l**ued Pursuant to the Change* 
Chaw. 

§ 737.26*209 Rc*pon*il»»!il} for Nego¬ 
tiation and Execution of Equitable 
Adjustments- 

(a) Delegation of Authority . In ac¬ 
cordance with f 1.406(c) (ix) and sub¬ 
ject to the requirements of 8 737.1-403*50 
and 8 737.1-403-51. Administrative Con¬ 
tracting Officers are authorized, except 
as provided in paragraph (c) of this sec¬ 
tion, to negotiate and execute supple¬ 
mental agreements incorporating con¬ 
tractor proposals resulting from change 
orders issued under the Changes Clause. 

(b) Retention of Negotiation and Exe¬ 
cution Authority. When negotiation and 
execution of the supplemental agreement 
are retained by the procuring activity, 
the decision for such retention shall be 
approved at a level higher than the Pro¬ 
curing Contracting Officer. Retention of 
negotiation and execution authority shall 
be specified in the letter accompanying 
the contract assigned for administration. 

(c) Limitations. The delegation au¬ 
thorized in (a) above does not apply: 

(D To letter contracts; 

(2) When the equitable adjustment 
affects any contract provision other than 
price, except for changes in delivery 
schedule or contract warranties specifi¬ 
cally authorized by the Procuring Con¬ 
tracting Officer; 

(3) When, in individual cases, a letter 
accompanying a contract assigned for 
administration withholds such delega¬ 
tion. 

<d) Responsibilities. (1) The Procur¬ 
ing Contracting Officer shall cite funding 
information for the change order when 
the change order is not initially priced. 

(2) If negotiations introduce factors 
that Indicate the change order should be 
modified, the Administrative Contract¬ 
ing Officer, in addition to compliance 
with Part 26. Subparts B and C. shall 
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return the change order with comments 
and recommendations to the Procuring 
Contracting Officer for action. 

te> Applicability. This NPD does not 
supersede or restrict any authority to act 
as contracting officer or authorized rep¬ 
resentative of a contracting officer which 
may have been or will be duly delegated 
to persons in Contract Administration 
Offices by the Heads of Navy Procuring 
Activities and their designees. 

Subpart EE—Contract Financing 
§ 737*31-200 Guarintml LroaiM. 

§ 737.31-201 Dcfrro*? Con Iran Financ¬ 
ing Regulation*. 

Sec Appendix E of ASPR. 

§ 737.31-202 Guaranteed Vjkivi*; Navy 

Implementation. 

(&) Section 30.5 establishes basic con¬ 
tract financing policy for the Depart¬ 
ment of Defense to assure uniformity 
In policies, procedures and forms, and 
to provide for the application of the 
management principle of internal check 
and balance. 

ib) The Assistant Secretary of the 
Navy (FMt who is responsible for the 
Comptroller function, has been delegated 
all authority conferred upon the Depart¬ 
ment of the Navy by Sec. 301 of the 
Defense Production Act of 1950 and by 
Sec. 302 of Executive Order 10480. The 
Assistant Secretary of the Navy (FM> 
has redelegated this authority to the 
Director of Contract Financing (NCD- 
4), Office of Navy Comptroller. 

ic) To facilitate close cooperation, the 
Head of each Procuring Activity shall 
appoint a representative who will act 
hi liaison with the Office of the Comp¬ 
troller of the Navy and notify that Office 
of any default or failure of performance 
under contracts for which a guaranteed 
loan has been approved. 

<d) Upon written request of the Comp¬ 
troller of the Navy to the principal Navy 
contracting officer concerned, these con¬ 
tracting officers shall promptly furnish 
Information and certification with re¬ 
spect to contracts of applicants for 
guaranteed loans in the form and man¬ 
ner prescribed by the Office of the Comp¬ 
troller. A copy of each such request shall 
be sent to the Chief of Naval. 

(c) To promote close cooperation be¬ 
tween the procurement and financing 
functions, the Headquarters Naval Mate¬ 
rial Command and the Office of the 
Comptroller of the Navy shall collabo¬ 
rate in the development and promulga¬ 
tion of policies and proceedings relating 
to the Guaranteed Loan Program. In 
cases where the Navy Comptroller’s eval¬ 
uation of the application for guaranteed 
indicates substantial doubts as to the 
soundness of the proposed loan or credit, 
to such extent that he would be disposed 
to decline the application because of the 
estimated financial risks, the problem 
will be taken up with the Chief of Naval 
Material with a view to resolving the 
question of the essentiality of the pro¬ 
curement relation to the financial fac¬ 
tors. In the event of a disagreement, the 
matter will be referred to the responsible 
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cognizant Assistant Sec re lories for res¬ 
olution. 

§737.31-300 Advanr* Payments* 

§737.31-301 IVfcmr Contract Financ¬ 
ing Regulation*. 

Sec 1 30.5. 

§737.31—302 C-ogni/.ance and Proce¬ 
dure* for Advance Payment*. 

(a) Section 30.5 seta forth the regula¬ 
tions governing the exercise of authority 
with respect to advance payments 
granted by Public Law 85-804 and Exec¬ 
utive Order No. 10789 issued thereunder. 

<b) All delegations of authority with 
respect to advance payments under 10 
USC-2307 conferred upon the Secretary 
of the Navy have been delegated to the 
Assistant Secretary of the Navy <FM>, 
who is responsible for the comptroller 
function. This authority has been redele¬ 
gated to the Director of Contract Financ¬ 
ing (NCD-4), Office of Navy Comp¬ 
troller. 

<c) Requests by contractors for ad¬ 
vance payments shall be submitted to 
the Comptroller of the Navy via the 
Chief of Naval Material (MAT 020>. The 
Assistant Secretary of the Navy <FM> or 
his delegated alternate will make the 
necessary determinations and findings 
with respect to advance payments. 

§ 737.31—100 Progrm* Payment. 

§ 737.31—101 Defence Contract Financ¬ 
ing Regulation*. 

See | 30.5. 

§ 737.31—102 Procedure* for Progre** 
Payment*. 

(a) Progress payments shall be based 
on costs in accordance with y 30 5 except 
for those types of contracts excluded by 
5 30.5. 

(b) Requests for unusual progress 
payment pursuant to 1 30.5 shall be for¬ 
warded via the Chief of Naval Material 
(MAT 02). 

Subpart FF—Fiscal 
§ 737.32-100 General. 

§ 737.32—101 Comprehensive Proce¬ 
dure*. 

See NAVCOMPT Manual 

§ 737.32—102 Ascertainment und Collec¬ 
tion of I trlii* Owed by ( onlrarlor*; 
Deferred Payment*. 

See NAVCOMPT Manual, par 043202 
and 3 30.5. 

§ 737.32-200 Obligation of Fund*. 

§ 737.32—201 F*tabl»*hment of Obliga¬ 
tion* 1‘ndcr Available Fund*. 

(a) NAVCOMPT manual. Volumes 2, 
3. and 6 implement section 1311 of the 
Supplemental Appropriation Act. 1955 
(31 U.S.C. 200). which established the 
prerequisites to the recording and re¬ 
porting of an obligation. Particular at¬ 
tention is invited to the special provisions 
contained in the NAVCOMPT Manual 
relating to spare parts, special tools, or 
other equipment Included in a contract 
in an estimated lump-sum amount. 
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(b> An obligation will be recorded 
against applicable appropriations or 
funds only when supported by documen¬ 
tary evidence properly signed before ex¬ 
piration of the period during which the 
appropriation or fund is available for 
obligation. Contracts, agreements, orders 
requiring acceptance, amendments for 
new procurement, and similar documents 
requiring two signatures to be valid obli¬ 
gations. must have both signatures af¬ 
fixed prior to expiration for obligation of 
the appropriation or fund involved. Sig¬ 
natures to such obligating documents 
will be dated the day that they are af¬ 
fixed to the document. Such signatures 
will not be given as “as of" date. The 
date of the last required signature deter¬ 
mines the date of the obligation for 
recording purposes. If such obligating 
document requires the signature of the 
contractor and the contracting officer 
and is signed by the contracting officer 
subsequent to singing by the contractor, 
the signature of the contractor need not 
be dated, provided the following state¬ 
ment is affixed on each original signature 
page directly below or adjacent to the 
signature of the contracting officer: 

“Signed by Contracting Officer on- 

__ subsequent to signing by the 

contractor." 

(c) Conformed copies of all obligating 
documents shall be furnished for the 
recording of obligations. These copies 
need not be signed by either party, nor 
need they set forth in full the names of 
the Individuals signing, their official 
titles, or the names of the contractors 
and the procuring activities concerned. 
In lieu tberof. notations or stamps may 
be applied, such as “Signed on behalf of 
Contractor” and “Signed on behalf of 
Government.” However, all such con¬ 
formed copies shall cither set forth fully 
the dates of the signatures on behalf of 
both parties or will clearly identify the 
party last signing and set forth fully the 
date of that signature. 

§ 737.32—202 Obligation of Tr*n*porl»- 
tion Go*«* in l*wr«*ha*r Dorumcnt*. 

Source: NAVCOMPT Manual 032100 

(a> The cost of transportation of ma¬ 
terial to first destination is usually 
charged to the Navy Management Fund 
with subsequent reimbursement by the 
appropriation involved- How r ever. if the 
purcliase contract provides that the cost 
of transportation either is to be included 
in the purchase price or is to be paid by 
the supplier subject to reimbursement 
by the Navy (Le., the amount of the obli¬ 
gation established by the purchase con¬ 
tract includes the cost of transporta¬ 
tion), the transportation cost will be 
charged to the same accounting data 
which Is charged for the cost of the ma¬ 
terial. When the purchase contract in¬ 
cludes the cost of transportation the es¬ 
timated transportation cost must be con¬ 
sidered together with the cost of the ma¬ 
terial or the contracting officer may be 
guilty of overobligating the amount of 
funds cited In the requisition, or other 
purchase authorization, in violation of 
Section 3679, Revised Statutes (31 U.S.C. 
665 >. 
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<b> Contracting officers are responsible 
and will ascertain that actual or esti¬ 
mated transportation costs chargeable to 
the purchase funds of the Navy will not. 
in conjunction with the purchase price, 
result in an overobligation. When the 
supplier is to be reimbursed for trans¬ 
portation costs, the contracting officer 
shall Include an estimate of such costs 
in the contract under the appropriation 
data, as follows: 

Tot obligation purpo6es only, tht trans¬ 
portation costa chargeable to the funds 
indicated above are estimated not to exceed 

$ - 

These estimated transportation costs 
will not be Included in the total posted In 
the '‘Amount*’ blank on the face of the 
purchase document; however, the words 
“PLUS TRANS” will be inserted within 
the 44 Amount" blank to alert interested 
personnel to this additional obligation. 

(c) Accordingly, no purchase docu¬ 
ment shall provide for relmbusablc 
transportation costs where initial des¬ 
tination is unknown. 

§ 737.32-203 Providing Adequate Pro¬ 
curement Lead Time Before Headline 
Date* for Final Obligation of Fund*. 

See 5 737.1-350-2. 

g 737.32—300 Disbursing and Account¬ 
ing Requirement** 

g 737.32—301 Designation of the Dis¬ 
bursing Office* 

See | 737.20-706. 

g 737.32—302 Submlndon of Invoice*. 

g 737.32-302-1 Progre** Payment Bill¬ 
ing* and Billing* L'ndcr <x>*l-Type 
Contracts* 

Cost-type contracts should provide 
that billings will be submitted directly to 
the auditor <DOD Contract Audit Man¬ 
ual, par. 8-201). Contracts providing for 
progress payments should provide that 
progress payment billings will be sub¬ 
mitted to the administrative contracting 
officer at the office administering the 
contract. 

§ 737.32-302-2 Di*btir»ing by Defence 
Contract Administration Service* 
Hegion* (DCASR)* 

Except as provided in $ 737.32-302-1. 
contracts which designate a DCASR as 
the paying office shall provide for the 
contractor's invoices to be submitted 
directly to the DCASR. 

g 737.32-302-3 Disbursing by Navy Di*- 
btir*ing Office*. 

(a) Acceptance at Contractor's Plant 
Where acceptance is at origin, contracts 
which designate a Navy regional finance 
center or other Navy activity as the pay¬ 
ing office shall provide for the contrac¬ 
tor’s invoices accompanied by the paying 
office copies of the related Material In¬ 
spection and Receiving Reports <DD 
Forms 250) to be submitted directly to 
the paying office. 

(b) Acceptance at Destination . Where 
acceptance is at destination, contracts 
which designate a Navy regional finance 
center or other Navy activity as the pay¬ 
ing office shall provide for the contrac¬ 


tor’s Invoice to be submitted to the 
consignee. 

g 737.32—303 Involving Infractions fur 
Multiple Definnlion. 

Sec 5 737.7-104-502. 


§ 737.32—301 Accounting Willi Appro¬ 
priation Data. 

Every contract shall be inscribed with 
the accounting code numbers (appearing 
in the purchase request) under which 
payments on the contract or order are to 
be made. Under no circumstances shall 
any contract or order be made without 
the full designation therein of the ac¬ 
counting code numbers under which the 
payments thereon are to be made, since 
the monetary obligation created thereby 
must be immediately established within 
the limitation of available appropriated 
funds or under some statutory authority 
to enter into such a contract in advance 
of an actual appropriation. Accounting 
©ode numbers are assigned to purchase 
documents to facilitate the analysis of 
financial transactions. Applicable ac¬ 
counting data shall also be shown on any 
change order or amendment to a contract 
where such change order or amendment 
either (i) revises the accounting data for 
any item, or (ii) Increases or decreases 
the total amount of a contract. Such ac¬ 
counting data shall be shown either (1) 
in the proper spaces in the preprinted 
format on the purchase document, or 
(11) as in the following illustrated for¬ 
mat, in the order and with the heading 
abbreviation shown: 


Appn and Subhead. 

OC. 

BCN .. 

6N .. 

AAA.-.. 

TO . 

PAA.. 

CC . 


17X4*11 2310 
026 
54002 

a 

000161 

7R 

000000 

660851212345 


The numbers shown in the above format 
ere sample numbers only; those shown 
on the purchase request must be used. 
When an element is not present, this 
fact should be Indicated by a zero filling 
in the appropriate column or opposite 
the applicable abbreviations used corre¬ 
spond to the headings listed under "ac¬ 
counting and appropriation data" on DD 
Form 1155 (as overprinted for Navy Ac¬ 
counting data) and represent the follow¬ 
ing: Appropriation and subhead, object 
class, bureau control number, suballot¬ 
ment number, authorization accounting 
activity, type code, property accounting 
activity and cost code. 

g 737.32—100 Payment to (antractor*. 

§ 737.32-102 Release* a* Condition 
Precedent to Final Payment. 

(a) All fixed-price types of contracts 
which provide, in addition to payment 
of a fixed price for the articles and serv¬ 
ices covered thereby (whether stated as 
a single amount or as separate amounts), 
for (1) adjustment of the fixed price for 
labor or material escalation. <il) sep¬ 
arate reimbursement of premiums for 
and related cost of overtime or shift 
work, or (ill) Indemnity by the Govern¬ 
ment against third-party liabilities of 
the contractor, and all cost-reimburse¬ 


ment contracts, shall provide that the 
contractor and any assignee shall, as a 
condition precedent to the final payment 
under the contract, execute a release of 
all claims against the Government, its 
officers, agents and employees under or 
arising from the contract (see I 737.7- 
150). Each of such contracts shall fur¬ 
ther provide for the withholding until 
final payment of such amount or 
amounts as In the opinion of the con¬ 
tracting officer will be adequate to ob¬ 
tain execution of the release to which 
the Government is entitled (see I 737.7- 
150) for fixed-price contracts, but 
in the case of cost-reimbursement type 
contracts not less than the amounts set 
forth in i 7-203-4). 

(b) In the case of a fixed-price con¬ 
tract within paragraph <&> of this sec¬ 
tion, the release shall discharge the 
Government, Us officers, agents and em¬ 
ployees. of and from all claims under or 
arising from the contract (see S 737.16- 
812-50), except if requested by the con¬ 
tractor and if found by the contracting 
officer to be appropriate, any one or more 
of the following: 

(1) Claims for reimbursement of pay¬ 
ment made after the date of the execu¬ 
tion of the release on account of pre¬ 
miums for and related costs of overtime 
or shift work or both under the contract, 
if such payments are required by a Fed¬ 
eral statute, an executive order or a 
mandatory directive order of any de¬ 
partment or agency of the Government 
relating to hours of employment or 
compensation for services. 

(2) Specified claims in stated amounts 
or in estimated amounts where the 
amounts are not susceptible of exact 
statement by the contractor, and on such 
terms and conditions consistent herewith 
as the contracting officer may prescribe: 

(3) Claims based on the liabilities of 
the contractor to third parties as to 
w hich the contractor is to be indemnified 
by the Government under express con¬ 
tract provisions; and 

(4) Claims for reimbursement of ex¬ 
penses (other than expenses of the con¬ 
tractor by reason of its Indemnification 
of the Government against patent liabil¬ 
ity) incurred by the contractor under the 
provisions of the contract relating to 
patents. 

(c) In the case of cost-reimbursement 
type contracts (see paragraph (f) (ii) of 
the clauses set forth in 1 7.203-4 (a) 
and (b)). the releases shall discharge the 
Government, its officers, agents and em¬ 
ployees of and from all claims under or 
arising from the contract, except, if re¬ 
quested by the contractor, such claims as 
set forth in J 16.812 (b) and (O. If 
the contract is within the War Projects 
Insurance Rating Plan and the National 
Defense Projects Rating Plan, each such 
release shall except the rights and ob¬ 
ligations of the Government and the con¬ 
tractor under any agreement theretofore 
or thereafter made for the purpose of 
providing for the adjustment as between 
the Government and the insurance car¬ 
rier of premiums under the Rating Plan 
as applied to the contract. 

(d> Nothing in this NPD precludes the 
inclusion In contracts other than those 
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within (a) above, of an appropriate 
provision requiring a release as a condi¬ 
tion precedent to final payment by the 
Government. 

§ 737.32—103 Reporting Under the 
ViitMin-Trammrll Art as Condition 
Precedent to Final Payment. 

See 9 737.33-201 (f) and 9 737.33-202- 
2<iii). 

§ 737.32—401 Administration of Con¬ 
tract Provisions for Adjustment of 
Payments and I.imitation on Pay¬ 
ments. * 

See 9 737.20-103. 

Subpart GG—Renegotiation and 
Vinson-Trammell Acts 

g 737.33—200 Vinson-Trammell Act (10 
U.S.C. 2382 and 7300). 

§ 737.33—201 Application, Exemptions, 
and Reporting Requirement*.* 

(a) (1) The profit limitation provisions 
of the Vinson-Trammell Act are codified 
in 10 U.S.C. 2382 and 7300, which are 
referred to in this 9 737.33-201 as “the 
Act.” In general terms, as indicated In 
9 7.104-11, the Act applies to any contract 
or subcontract, which exceeds or may ex¬ 
ceed $10,000 in amount, for the construc¬ 
tion or manufacture of any complete air¬ 
craft or naval vessel, or any portion 
thereof. The Act imposes a profit limita¬ 
tion of 10% with respect to such vessel 
contracts and 12% with respect to such 
aircraft contracts and provides further 
that the method of ascertaining the 
amount of excess profit (which is to be 
paid into the Treasury) shall be deter¬ 
mined by the Secretary of the Treas¬ 
ury, in agreement with the Secretary 
of the Navy, and made available to 
the public. The current regulations, im¬ 
plementing those provisions with respect 
to naval vessels and naval aircraft, are 
set forth in Treasury Decision 4906 
(XVIII Cum. Bull. 1939-2.404>. These 
regulations contain the text of Section 3 
of the Act. define the terms used therein, 
explain the scope of that Section and 
certain exemptions thereof, furnish de¬ 
tailed rules for computing costs and 
profits and for determining liability, and 
prescribe the reports which must be filed. 

<2) The Act provides that the profit 
limitation provisions thereof do not ap¬ 
ply to “a contract or subcontract for 
scientific equipment for communications, 
target detection, navigation, or fire con¬ 
trol” if the Secretary of the Navy desig¬ 
nates the contract or subcontract for ex¬ 
emption. Authority to grant or deny ex- 


• Note: Contracting and dUbumlng officers 
are advUied that the Renegotiation Act of 
1951 (50 DS.C. App. 1211, etaeq.) a« amended 
and extended, mispemi* the operation of the 
Vinson-Trammell profit limitations in any 
case In which a contract is subject to the 
Renegotiation Act. However, because the Re¬ 
negotiation Act is temporary legislation and 
upon discontinuation thereof the Vinson- 
Trammell profit limitations would again 
come into operation, the clause prescribed 
in 17.104-11 must nevertheless bo Included 
in the contract. 
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emptions of contracts and subcontracts 
from such profit limitation provisions, 
pursuant to the above-quoted language, 
is delegated by the Secretary of the Navy 
to the Chief, the Vice Chief, and the 
Deputy Chief of Naval Material (Pro¬ 
curement and Production). This delega¬ 
tion is subject to the following limita¬ 
tions set forth in SECNAV letter (OGC: 
WWrads) of 3 June 1946. 

(b) 8uch exemptions shall be granted 
for specific contracts or procurements 
only, and not for classes of equipment as 
such, and shall be granted only for con¬ 
tracts or procurements covering research, 
experimental or development work, or an 
initial production order. No exemption 
shall be granted except upon application 
by the contractor concerned, made prior 
to or at the time of entering into the 
contract, accompanied by a recommen¬ 
dation by the Chief of the cognizant 
contracting Bureau, or his representa¬ 
tive, setting forth the following: 

(1) A description of the equipment 
covered by the proposed contract and a 
statement that it is scientific equipment 
of the kind specified in the exemption 
provisions of the Act. stating which cate¬ 
gory the particular equipment falls un¬ 
der: 

(2) A statement that the proposed 
contract calls for research, experimental 
or development work, or for an Initial 
production order; and 

(3) A recommendation by the Bureau 
that the exemption be granted. 

(c> Each application for exemption 
shall be addressed to the Commander of 
the cognizant Systems Command by the 
contractor or subcontractor concerned 
and, if recommended for approval, shall 
be forwarded by the Commander of such 
Systems Command, or his representative, 
to the Deputy Chief of Naval Material 
(Procurement and Production) accom¬ 
panied by the recommendation as pre¬ 
scribed above. In the event that an ap¬ 
plication for such exemption is approved, 
the clause set forth in 9 7.104-ll(c) 
should be Inserted In the applicable con¬ 
tract. 

(1) The Act applies to any contract 
for the construction or manufacture of 
new (i.e., previously non-existent) air¬ 
craft or naval vessels, or any portion 
thereof. The statutory designation of the 
particular appropriation charged by the 
contract (for example, “Aircraft and Re¬ 
lated Procurement" or “Shipbuilding and 
Conversion" would generally be indica¬ 
tive of the fact that such a contract was 
for new construction or manufacture and 
therefore subject to the provisions of the 
Act. However, the appropriation test is 
not conclusive. The charging of a con¬ 
struction appropriation would not mean 
that the Act applied If the procurement 
was. in fact, not for the construction or 
manufacture of new aircraft or naval 
vessels, or portions thereof; couversely. 
charging an appropriation other than a 
construction appropriation could result 
in the Act being applicable if the pro¬ 
curement was, in fact, for the construc¬ 
tion or manufacture of new aircraft or 
naval vessels, or portions thereof. 
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(2) General statements of U\e appli¬ 
cability of the Act, reflected in court 
decisions, in opinions of the Attorney 
General and of the Comptroller General, 
and in rulings of the Treasury Depart¬ 
ment. are set forth in paragraph <c> (2) 
(i) through <iii> of this section, for In¬ 
formation purposes only. 

(i) Procurement of Equipment. The 
Act applies to contracts and subcontracts 
for the construction or manufacture of 
items of equipment customarily fur¬ 
nished as portions of complete naval ves¬ 
sels or aircraft at the time such vessels 
or aircraft are constructed or manufac¬ 
tured. Hence, a contract or subcontract 
to manufacture shells, torpedo heads, or 
ammunition for the specific purpose of 
outfitting new naval vessels would be 
within the Act. 

<il) Procurement of Material. The Act 
applies to contracts and subcontracts for 
the construction or manufacture of 
material to be used in the construction 
or manufacture of complete naval vessels 
or aircraft, or any portion thereof, even 
though such material requires further 
fabrication or processing before it can 
be used in the completed vessels or air¬ 
craft, or In any component thereof. 
Hence, a contract of subcontract for the 
production of steel plates to become a 
component part of a complete naval ves¬ 
sel then being constructed would be 
within the scope of the Act. 

(ill) Procurement of Replacements . 
Since the Act applies only to contracts 
for the construction or manufacture of 
complete naval vessels or aircraft, or any 
portion thereof, it has been held that the 
Act has no application to contracts for 
the furnishing of (a) spare parts or (b) 
replacements needed In making repairs 
to existing vessels. 

(3) Where, at the time of entering 
into a contract for the procurement of 
items of equipment or material for use in 
or in connection with naval vessels or 
aircraft, the contracting officer cannot 
determine that any ascertainable part or 
portion thereof is to be used in the con¬ 
struction or manufacture of any new air¬ 
craft or naval vessel, or any portion 
thereof, the clause set forth in i 7.104- 
11(a) shall not be included in the 
contract. 

(4> The Act requires that, with respect 
to each contract or subcontract coming 
within the provisions thereof, the con¬ 
tractor or subcontractor concerned shall 
make a report to the Secretary of the 
Navy following completion of such con¬ 
tract or subcontract. Section 3(e) of the 
Act provides that the original of such 
report shall be submitted to the Secretary 
of the Navy within 90 days after com¬ 
pletion of each contract or subcontract 
to which the Act applies. The required 
rcjxjrts must be filed by contractors and 
subcontractors concerned within the 
stated period with respect to all contracts 
and subcontracts covered by the Act; ac¬ 
cordingly, disbursing officers shall with¬ 
hold final payment upon such prime con¬ 
tracts until advised that the required 
report has been filed, and. in addition, 
the voucher for final payment (to be 
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transmitted to the General Accounting 
Office by the disbursing officer ) should be 
supported by a showing that the required 
report has been filed. Concerning those 
cases under existing contracts which 
contain a self-executing clause (which 
makes the purchase subject to the profit 
limitation provisions of the Act only if 
the Act is in fact applicable), the re¬ 
quired reports must be filed by contrac¬ 
tors concerned within the stated period 
and prior to final payment of the con¬ 
tract price unless the contractor has 
demonstrated to the satisfaction of the 
contracting officer (whether or not sup¬ 
ported by a ruling of the Treasury De¬ 
partment) that the Act does not apply 
to the particular contract. 

§ 737.33-202 Prowling of Report*. 

(a) Contractors and subcontractors 
performing contracts to which the Vin- 
son- Trammell Act applies are required 
to file a report with the Secretary of 
the department concerned within 90 days 
after completion of the contract. 

<b) The following procedures govern 
the administration of the above reports 
within the Navy: 


(1) Upon receipt in the Secretary's 
mail room these reports shall be for¬ 
warded to the Procurement Control and 
Clearance Division (MAT 023) v Head¬ 
quarters Naval Material Command. 

(2) The Procurement Control and 
Clearance Division (MAT 022). shall 
duplicate the reports, keep the original 
in Its master file, and distribute copies 
to the cognizant contracting bureau and 
to other procuring activities which may 
have contracts with the company con¬ 
cerned. 

(3) Section 737.33-201 (f) requires dis¬ 
bursing officers to withhold final payment 
on prime contracts until advised that the 
required report has been filed. Accord¬ 
ingly, upon receipt of the duplicate re¬ 
port. the contracting officer having 
cognizance of the prime contract con¬ 
cerned shall advise the disbursing officer 
that this condition precedent to final 
payments has been fulfilled. 

H. B. ROBERTSON. Jr- 
Rear Admiral , JAGC . C/.S. Na\>v. 

Acting Judge Advocate General, 

December 24,1974. 

|FR Doc.75-13 Filed 1-S~75;8:45 tan] 
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Title 16—Commercial Practices 

CHAPTER II—CONSUMER PRODUCT 
SAFETY COMMISSION 

SUBCHAPTER C—FEDERAL HAZARDOUS 
SUBSTANCES ACT REGULATIONS 

PART 1500—HAZARDOUS SUBSTANCES 

AND ARTICLES, ADMINISTRATION AND 

ENFORCEMENT REGULATIONS 

Test Methods for Simulating Use and 

Abuse of Toys, Games, and Other Arti¬ 
cles Intended for Use by Children 

The purpose of this document Is to 
promulgate regulations (16 CFR 1500.50 
through 1500.53) establishing test meth¬ 
ods to simulate the normal and reason¬ 
ably foreseeable use, damage, or abuse 
to which toys, games, and other articles 
intended for use by children may be sub¬ 
jected. These regulations establish test 
methods for articles intended for three 
age groups, specifically. 18 months of age 
and less, over 18 months but not over 36 
months of age, and over 36 months but 
not over 96 months of age. The tests pre¬ 
scribed for the articles are Impact, bite, 
flexure, torque, tension, and compres¬ 
sion tests. 

The purpose of each of the tests is set 
forth below. The Impact test for chil¬ 
dren up to 18 months is intended to sim¬ 
ulate a child dropping a toy while stand¬ 
ing in a crib or striking a toy on a solid 
structure. The Impact test for children 
over 18 months and under 96 months is 
intended to simulate a child knocking a 
toy from a table to the floor. The flexure 
test is intended to simulate a child bend¬ 
ing a toy back and forth. The bite test 
is intended to distinguish between brittle 
and pliable materials which may splinter 
or shatter when bitten. The torque test 
is intended to simulate the twisting 
action a child uses for detaching com¬ 
ponents. The tension test is intended to 
simulate the pulling action a child uses 
for detaching components. The compres¬ 
sion test ts Intended to simulate a child 
applying a portion of his body' weight to 
a toy such as in leaning or stepping on 
the toy. 

The regulations promulgated below do 
not in and of themselves ban toys, games, 
and other articles intended for use by 
children. Rather, they provide test 
methods to be used whenever referenced 
in banning regulations in 16 CFR. Sub¬ 
chapter C. 8uch banning regulations 
may define particular mechanical haz¬ 
ards and utilize these use and abuse test 
methods when appropriate. 

Background 

In the Federal Register of Decem¬ 
ber 8. 1972 (37 FR 26120), the Food and 
Drug Administration, pursuant to sec¬ 
tions 2(f)(1)(D), (q) (1)(A), (s). and 
3(e)(1) of the Federal Hazardous Sub¬ 
stances Act. proposed test methods for 
simulating normal use or reasonably 
foreseeable damage of abuse of toys, 
games, and other a rticl es Intended for 
use by children (21 CFR 191.20 through 
191.23). 

Effective May 14. 1973, section 30(a) 
of the Consumer Product Safety Act 
(Pub. L. 92-573. 86 Stat. 1231; 15 U.S.C, 


2079(a)) transferred functions under 
the Federal Hazardous Substances Act 
to the Consumer Product Safety Com¬ 
mission. 

Subsequently, on September 27. 1973 
<38 FR 270 12). the Consumer Product 
Safety Commission revised and trans¬ 
ferred the regulations under the Fed¬ 
eral Hazardous Substances Act (21 CFR 
Part 191 became 16 CFR Port 1500). Ac¬ 
cordingly. the regulations proposed as 
21 CFR 191.20 through 191.23 are acted 
upon below as 16 CFR 1500.50 through 
1500.53. 

Response to Proposals 

In response to the proposal of Decem¬ 
ber 8. 1972, approximately 40 comments 
were received from Interested parties, 
including the Association of General 
Merchandise Chains (AGMC), Juvenile 
Products Manufacturers Association 
(JPMA). National Association of Doll 
Manufacturers <NADM>. Stuffed Toy 
Manufacturers Association (STMA).Tby 
Manufacturers of America <TMA), con¬ 
sumers, consumer interest groups. Indi¬ 
vidual manufacturers, local government 
agencies, and a retailer. 

Four of the comments supported the 
proposal as published. The principal 
issues raised In the remainder of the 
comments and the Commission's conclu¬ 
sions thereon are as follows: 

1. General —a. Generic hazards. Many 
of the comments suggest that criteria for 
evaluating and defining generic hazards 
(such os sharp edges, small parts, etc.) 
be incorporated Into the test procedures 
prior to their promulgation. The Com¬ 
mission recognizes the need for criteria 
that would promote a uniform approach 
to defining generic hazards presented by 
children's articles. Such criteria are cur¬ 
rently under development. Because these 
test methods provide significant guid¬ 
ance to interested parties in evaluating 
an article for the presence of a hidden 
potential hazard, the Commission finds 
it should not delay their promulgation 
until definitive hazard criteria have been 
developed. 

b. Age labeling . Several comments sug¬ 
gest that the requirements in proposed 21 
CFR 191.20(b) be changed to permit age 
labeling in terms of years instead of 
months. In the subject regulation (pro¬ 
mulgated below as 16 CFR 1500.50(b)), 
labeling. Including age labeling, is a fac¬ 
tor to be considered in determining the 
stringency of test methods in the regula¬ 
tions that will be applied to a particular 
article; however, there is no requirement 
for age labeling. Manufacturers may vol¬ 
untarily label their products in terms of 
months or years. In the absence of volun¬ 
tary age labeling, an article will be sub¬ 
ject to the most stringent applicable 
tests. 

c. Age groups. One comment contends 
that the age group 36 to 96 months en¬ 
compasses a span too wide to be effec¬ 
tively covered by a single set of test meth¬ 
ods and therefore should be divided into 
two separate groups spanning 3 to 5 and 
5 to 8 years. 8tating that children in the 
latter age group are mature enough not 


to abuse certain articles, the commenier 
suggests that articles intended for use by 
children In the 5 to 8 years age group be 
exempt from the Impact, bite, and com¬ 
pression tests. 

Factors considered in determining the 
three age groups specified in the pro¬ 
posal and adopted below Included types 
of articles normally used by particular 
age groups and the types of Injuries In¬ 
curred during use and abuse of such ar¬ 
ticles. After evaluating these factors, the 
Commission finds that the proposed age 
groups and the scope of the testing meth¬ 
ods to be applied to articles Intended for 
use by the respective age groups are ap¬ 
propriate. 

d. Unassembled toys . Two manufactur¬ 
ers and a retailer suggest that unassem¬ 
bled toys be tested only when they are 
in an assembled state. 

General adoption of tills suggestion 
would not offer adequate protection for 
children. A potential hazard may be pre¬ 
sented by a component of an article while 
the article is In an unassembled state, 
and the hazard may not be evident or 
susceptible to exposure once the article 
is in the assembled state. The suggestion 
does have merit In cases where an article 
is reasonably intended to be assembled 
by nn adult prior to being given to a 
child. In that situation, a child would 
not ordinarily be exposed to hazards pre¬ 
sented only in the preassembly state. The 
Commission concludes that articles rea¬ 
sonably intended to be assembled by 
adults and prominently labeled to indi¬ 
cate that assembly by an adult Is re¬ 
quired should be tested only in the as¬ 
sembled state. In determining whether a 
toy or other article is reasonably In¬ 
tended to be assembled by an adult prior 
to use. various objective factors such as 
marketing practices, the customary pat¬ 
terns of usage of a product by children, 
and the labeling on the toy and/or its 
packaging will be considered. The reg¬ 
ulation (16 CFR 1500.50(b)(4) below) 
has been changed accordingly. 

A manufacturer comments that toy 
games for children over 3 years of age 
are often built to have "fly-apart" pieces 
and should not be tested In an assembled 
state. 

Since a child will normally come in 
contact with such toys in both their 
assembled and unassembled states, pro¬ 
vision must be made for simulating use 
and abuse conditions in both instances. 
Individual pieces in an assembled state 
might present a hazard not present in the 
unassembled state. Adoption of the sug¬ 
gestion would therefore be Inconsistent 
with the purpose of this promulgation. 
The regulation (16 CFR 1500.50(b) <5> 
below r > has, however, been clarified. 

e. Crib attachments. Several com¬ 
mented contend that certain articles 
intended for infants, such as cribs and 
crib attachements, are not subject to the 
same abuse as toys. The association sug¬ 
gests that the test procedures be ad¬ 
ministered only to toys and that “toy" 
be defined in the regulations. 

The Commission considers It unneces¬ 
sary In this case to draw a distinction 
between "toys" and "other articles ln- 
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tended for use by children," since both 
categories are within the scope of these 
regulations. However, as previously In¬ 
dicated, these regulations are only ap¬ 
plicable when specifically referenced in 
banning regulations. The fact that crib 
attachments are normally secured to a 
fixed structural component does not 
necessarily reduce their exposure to 
abuse conditions simulated by the test 
methods. Further, it should be noted that 
some crib attachments may be put into 
cribs without being secured and there¬ 
fore used and abused by an infant in 
the same manner as articles not intended 
for fixed positioning. 

f. Preconditioning. TMA and a manu¬ 
facturer suggest that the lack of a pre¬ 
scribed standardized preconditioning at¬ 
mosphere will result in a variable that 
may contribute to inconsistent test re¬ 
sults. They also suggest that if an article 
is intended to be used under other than 
normal conditions, the article should be 
subjected to a simulation of those con¬ 
ditions prior to testing. 

The Commission finds that 'adding a 
provision regarding standardized pre¬ 
conditioning is consistent with the pur¬ 
pose of these regulations. Accordingly, 
10 CFR 1500.50(b)(3) below specifies a 
conditioning period of 4 hours in an 
environment of 73*±3* F. (23*±2* C.) 
at a relative humidity of 20-70 percent. 
Further, toy testing must commence 
within five minutes after the toy has 
been removed from the preconditioned 
atmosphere. For purposes of enforce¬ 
ment the Commission intends to test toys 
under the most severe combinations of 
these temperature and humidity condi¬ 
tions. The suggestion regarding toys used 
under other than normal conditions does 
not warrant adding provisions therefor at 
this time, since the Commission is not 
aware of problems presented by toys used 
under other than normal conditions. If 
hazards are evidenced by a particular 
children’s article for which the testing 
approach promulgated below* is deemed 
inappropriate, different methods, includ¬ 
ing standardized conditioning, may be 
prescribed for such articles in specific 
banning regulations. 

g. Test equipment. Regarding proposed 
21 CFR 191.21 <e)(2Hi). 191.22(e) (2) (i>, 
and 191.23(e)(2)(i). a toy manufacturer 
suggests that the test equipment for the 
torque test be stipulated as a simple 
torque wrench because many manufac¬ 
turers do not have complicated labora¬ 
tory equipment available for test pur¬ 
poses. In addition, TMA suggest that the 
least expensive commercially available 
piece of equipment be specified wherever 
possible as appropriate test equipment. 

The Commission recognizes that varied 
devices can be employed to effectively 
perform the same function in the simula¬ 
tion of use and abuse as prescribed. Ac¬ 
cordingly, testing apparatus specifica¬ 
tions throughout the regulations below 
have been revised to be performance 
oriented with limited design require¬ 
ments. 

h. Measurements. Throughout the reg¬ 
ulations the English system of measure¬ 


ment is follow*ed by metric approxima¬ 
tions. For purposes of compliance with 
the various test methods In the regula¬ 
tion, the English system shall be used. 
The metric approximations are Included 
for convenience and Information only. 

2. Definitions —a. Tub toy. 8even toy 
firms and TMA comment that the pro¬ 
posed definition of "tub toy” (21 CFR 
191.20(c)(2)) is too subjective for uni¬ 
form interpretation. 

Reference to “tub toy" has been de¬ 
leted from the regulations promulgated 
below because the Commission s experi¬ 
ence indicates that the severity of any 
potential hazard presented by a toy with 
anticipated use in wa\er does not in¬ 
crease due to that exposure. Accordingly, 
the reference to "soap solution" has 
also been deleted. 

b. Mouth toys. A toy manufacturer 
suggests that the proposed definition of 
"mouth toy" (21 CFR 191.20(c)(3)) be 
changed by adding the word "primarily," 
making it read "a toy primarily intended 
to be placed in or In contact with a 
child’s mouth." 

The Commission finds that the defini¬ 
tion as proposed appropriately reflects 
the intended scope for the purpose of the 
regulations. Adding the word "primarily" 
would not clarify or aid the definition 
and might imply exclusion of certain ar¬ 
ticles. Accordingly, the definition (10 
CFR 1500.50(c)(2) below) has not been 
changed. 

Two toy firms and TMA request that 
inflatable toys be exempted from the 
mouth toy category because the primary’ 
play value of an inflatable toy is obtained 
only when the article is completely in¬ 
flated. The effect of the exemption would 
be to exclude certain articles intended 
only for momentary use in or in contact 
w'lth a child's mouth. 

The Commission finds that since a 
hazard may be presented during momen¬ 
tary as well as continual use of an arti¬ 
cle, inflatable toys should not be ex¬ 
cluded from the definition of "mouth 
toy." 

c. Saline solution. Regarding the pro¬ 
posed definition of "saline solution" (21 
CFR 191.20(c)(5)) and the proposed 
conditioning procedure of soaking 
mouth toys in saline solution (paragraph 
<e)(l>(lii) of 21 CFR 191.21. 191.22. and 
191.23). TMA and several toy firms sug¬ 
gest that the mineral saline solution be 
changed to 5 percent to more closely ap¬ 
proximate the salt content of saliva. 

The Intent of the saline solution re¬ 
quirement was to simulate saliva. A sa¬ 
line solution, however, lacks many of the 
components of saliva. The Commission 
finds that a true laboratory approxima¬ 
tion of saliva w*ould require the prepara¬ 
tion of a complex and prohibitively ex¬ 
pensive solution. Also, the Commission 
is unaware of any data indicating that 
saliva would have a significant effect on 
mouth toys. Accordingly, the saline solu¬ 
tion requirements have been deleted. 

3. Impact tests —a. Crib and playpen 
attachments. Regarding the proposed 
impact test procedure for articles in¬ 
tended for children 18 months of age or 
less €21 CFR 191.21<b> (3)), three manu¬ 
facturers suggest that attachments to 
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cribs and playpens be exempt from the 
test because such articles usually weigh 
more than one pound, are attached to a 
substantial structure, and are therefore 
not subject to floor impacts. 

The purpose of the impact test is not 
limited to simulating repeated drops of 
a toy by a child standing in a crib. The 
test is intended to simulate various con¬ 
ditions of reasonably foreseeable damage 
or abuse, including an article's being bat¬ 
tered by an infant against crib rails and 
slats, high* chair trays, and other prox¬ 
imate structures and articles. Since the 
fact that crib attachment* are usually 
attached to a structural component does 
not preclude their exposure to various 
conditions of abuse, the Commission finds 
that the suggested exemption should not 
be granted. Accordingly, the regulation 
‘10 CFR 1500.5Kb) <3> below) has not 
been changed. 

b. Ride-on toys. TMA and individual 
toy manufacturers object to having ride- 
on toys subject to the proposed impact 
test requirements (21 CFR 191.21(b), 
191.22(b), and 191.23(b)) because such 
toys are too large and heavy to be hand- 
carried by children. 

The Commission finds the suggested 
exclusion unnecessary since the exemp¬ 
tion criteria (discussed In the following 
paragraph c) of the regulations promul¬ 
gated below now provide a more reason¬ 
able test method for impact for large and 
heavy ride-on toys. 

c. Exemption criteria. Regarding the 
proposed impact tests (21 CFR 191.2Kb), 
191.22(b), and 191.23(b)), TMA and a 
number of manufacturers suggest that 
the exemption criteria (weight) be ex¬ 
panded to Include size. They suggest that 
articles with a base area more than 175 
square Inches or a volume more than 3 
cubic feet be subject to a Upping test 
instead of an impact test. 

The Commission concludes that a Up¬ 
ping test for large and bulky toys is 
appropriate but that one of the specific 
measurements offered in the comments 
should be modified to reflect currenUy 
available anthropometric data. These 
data indicate that an arUcle with a base 
area of 400 square inches is sufficiently 
bulky to make its being carried by a child 
at any significant height unlikely. Such 
an article would therefore be less sub¬ 
ject to destrucUve impacts as a result of 
being dropped. Accordingly, a tipping 
test to simulate impact has been added 
to the regulaUons for articles with a base 
area more than 400 square inches or a 
volume more than 3 cubic feet U0 CFR 
1500.51(b) (4) dii), 1500.52(b) (4) (UK. 
1500.53(b) (4) (ill)). These toys are tested 
for impact by tipping them over 3 Umcs 
by pushing the samples slowly past their 
centers of balance onto an impact 
medium. 

A number of manufacturers contend 
that the proposed weight criteria for the 
three impact tests (3. 4, and 10 pounds, 
respectively) are excessive. Strength 
data on children obtained from the Na¬ 
tional Bureau of Standards support the 
validity of the proposed values which, 
therefore, have been retained in the reg¬ 
ulations below (16 CFR 1500.5Kb) (D. 
1500.52(b) <1>, and 1500.53(b) (1) >. 
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d. Testing procedure. Regarding the 
proposed procedure under the impact 
test tor testing toys Intended for use by 
children over 18 but not over 36 months 
of age <21 CFR 191.22(b)(3)). a con¬ 
sumer Interest group suggests that the 
severity of the test be increased by 
changing the number of impacts from 4 
to 10. They contend that the manual co¬ 
ordination of children in this age group 
has not fully developed and that their 
toys are still subject to a large number 
of impacts. 

The Commission concludes that In the 
absence of sufficient data to Indicate 
otherwise, the proposed subject impact 
test (four drops from a height of 3 feet). 
In conjunction with the other applicable 
test methods. Is an appropriate simula¬ 
tion of the reasonably foreseeable dam¬ 
age or abuse of those articles. Accord¬ 
ingly. the regulation (16 CPR 1500.52(b) 
(3) below ) has not been changed. 

4. Bite test —a. Scope. A manufacturer 
comments that a bite test (proposed 21 
CFR 191.23(c)) Is inappropriate for ar¬ 
ticles Intended for use by children over 
3 years of age since such children are 
unlikely to bite on toy intentionally. 

Applicability of the bite test to articles 
Intended for use by children over 36 but 
not over 96 months of age Is limited to 
those articles within the definition of 
'‘mouth toy.** The Commission, on the 
basis of a study entitled “Manual and 
Oral Strengths of American White and 
Negro Children, Ages 3-6 Years/* by Dr. 
Wilton M. Krogman. has determined 
that children over 2 years of age can 
subject such articles to inordinate com¬ 
pressive forces with their molar teeth. 
The motivation to do so may stem from 
various factors. Accordingly, the regula¬ 
tion (16 CFR 1500.53(c) below) has not 
been changed. (The study by Dr. Krog- 
man. dated September 1,1971, was spon¬ 
sored by the Closure Committee of the 
Glass Container Manufacturers Insti¬ 
tute, Inc., and a copy may be seen in 
the Office of the Secretary, CPSC, Room 
1025, 1750 K Street NW, Washington. 
DC.). 

b. Suggested chewing test substitution. 
One comment suggests that a chewing 
test be substituted for the bite test since 
hazards may be exposed after a toy U 
subjected to chewing. \ 

The Commission recognizes that a test 
simulating a child's chewing activity may 
be necessary in formulating an all-in¬ 
clusive approach to simulating normal 
use and reasonably foreseeable damage 
or abuse. Accordingly, the Commission is 
considering the development of a test 
method simulating chewing action. Such 
a method would supplement the bite 
test. 

c. Test equipment. A toy manufac¬ 
turer points out various design prob¬ 
lems with the proposed bite test appara¬ 
tus (21 CFR 191.21(c) (2), 19122(c)(2). 
and 191.23(c)(2)), TMA and three toy 
manufacturers suggest that the radius of 
the apparatus* contact edges be increased 
from 0.0156 to 0.031 inch. 

Certain revisions with respect to the 
subject apparatus have been made In 
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response to the comments and as a re¬ 
sult of investigations conducted by the 
Commission. A diagram of a more work¬ 
able version of the apparatus appears 
below as figure 1 in 16 CFR 1500.51 and 
is Intended to serve only as a suggested 
means of administering the prescribed 
bite test. The tooth contour or geometry 
generally ranges, at the contacting sur¬ 
faces, from a sharp edge at the front to 
a flat surface at the back, with irregu¬ 
larities existing throughout the range. 
On the basis of information supplied by 
the National Bureau of Standards, the 
proposed contact edge radius of 0.0156 
inch is acceptable as an approximation 
of a child's teeth. The radius, however, 
has been changed to 0.020 inch to mini¬ 
mize costly machining that could be re¬ 
quired to achieve the 0.0156-inch speci¬ 
fication. The Commission finds that since 
the original radius was an approxima¬ 
tion, the change from 0.0156 to 0 020 
inch does not significantly affect the 
level of protection. The regulations (16 
CFR 1500.51(0 (2), 1500.52(c)(2). and 
1500.53(c)(2) below) have been so 
changed. 

d. Testing procedure. A comment sug¬ 
gests that the proposed testing proce¬ 
dure for the bite test (21 CFR 191 21(0 
(3). 191.22(0(3). and 19123(c)(3)> be 
clarified by changing the instruction 
that the toy shall be placed In the load¬ 
ing device in any reasonable position 
"utilizing not more than 180 degrees” to 
“utilizing less than 180 degrees.” 

The suggestion is acceptable an d the 
regulations (paragraph (c) (3) of 18 CFR 
1500.51, 1500.52. and 1500 53 below) have 
been so changed. 

Five manufacturers suggest that the 
point-of-force application in the bite 
tests be specified for the purpose of pro¬ 
moting consistency of test results. 

The suggestion is consistent with the 
purpose of these regulations and. ac¬ 
cordingly. the bite tests (paragraph (c> 
(3) of 16 CFR 1500.51, 1500.52, and 
1500.53 below) have been changed to 
specify an insertion depth of 0.25 to 0.5 
inch. 

e. Force levels . Eight toy manufac¬ 
turers and TMA contend that the force 
levels prescribed in the bite tests are 
unnecessarily high and arc not indica¬ 
tive of a child's biting capabilities. TMA 
and the firms suggest alternative levels 
substantially lower than those in the 
proposal. 

Based on a study entitled "Manual 
and Oral Strengths of American White 
and Negro Children. Ages 3-6 Years.” by 
Dr. Wilton M. Krogman (further Iden¬ 
tified in paragraph 4a above). the Com¬ 
mission finds that children in the three 
specified age groups are capable of exert¬ 
ing compressive forces with their teeth 
at the levels designated In the respective 
bite tests. The performance levels were 
selected from the Krogman data by using 
three standard deviations and rounding 
off to the nearest rational number. Tills 
performance level is intended to be In¬ 
dicative of the oldest child in each age 
group. For example, a three-year old 
child has an average biting capability of 
approximately 15 pounds with standard 


deviations ranging from about 6 to 16 
pounds. Since the data is scattered over a 
somewhat wide range, the performance 
requirement of 50 pounds was selected to 
Include the upper percentile children 
that may be in each age group and to 
provide a factor of safety In anticipation 
of reasonably foreseeable abuse or 
damage. 

The performance requirement used for 
the above age group and the similar re¬ 
quirements used in the two remaining 
age groupings can be generated by the 
molar region of the teeth. In using these 
performance limits in conjunction with 
a contact radius of 0.020 inch, the Com¬ 
mission is assuming so-called "worst 
case" conditions for the toys subject to 
the requirements. This position of as¬ 
suming "worst case” conditions is in¬ 
tended to consider the high stresses 
which may be generated in the rear por¬ 
tion of an incomplete or irregularly 
sliaped dental structure. 

The proposed force levels then, pro¬ 
mulgated below in 16 CFR 1500.51(c) 
(3), 1500.52(C) (3), and 1500.53(0 (3) are 
considered to provide an appropriate 
simulation of reasonably forsccable dam¬ 
age or abuse due to biting. 

5. Flexure test —a. Scope. Three manu¬ 
facturers recommend that the proposed 
flexure tests (21 CFR 19121(d)(1), 
191.22(d)(1), and 19123(d)(1)) be 
limited to articles that are intended to be 
repeatedly bent or formed. 

Such a limitation would not properly 
reflect the Intended extent of applica¬ 
bility of the flexure tests. They are in¬ 
tended to simulate use and abuse of any 
toy or toy component that incorporates 
metal materials for stiffening or for re¬ 
tention of form and that could be bent 
or formed. The flexure tests, however, 
have been changed in 16 CFR 1500.51 
(d)(1), 1500.52(d)(1), and 1500.53(d) 
(1) below to clarify their applicability. 

b. Testing procedure. A manufacturer 
suggests that the 60-second rest period in 
the proposed testing procedure for the 
flexure tests (paragraph (d) (2) of 21 
CFR 191.21, 19122, 191.23) be applied 
after each group of five cycles rather 
than 10 cycles because It would be a more 
appropriate simulation of a child's use. 

The Intent of the flexure tests is to 
simulate not only normal use but also 
reasonably foreseeable damage or abuse. 
The proposed flexure test procedures are 
considered to be appropriate simulation 
of reasonably foreseeable use and abuse 
conditions. Accordingly, th e re gulations 
(paragraph (d)(2) of 16 CFR 1500.51. 
1500.52. 150C.53 below) have not been 
changed as suggested. 

TMA and three manufacturers suggest 
that a specified point-of-force. applica¬ 
tion be added to the flexure test proce¬ 
dures. This would specify the point at 
which an article is to be bent. 

Such a change Is appropriate and the 
regulations <16 CFR 1500.51(d)(1), 
1500.52(d)(1), 1500.53(d)(1)) have been 
changed accordingly. Maximum flexing 
forces have also been prescribed as a 
means of indontifying those toys and 
components that are capable of being 
bent or formed. 
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A retailer suggests adding to the flex¬ 
ure tests a method to aid in determining 
the accessibility of metal components 
that may break during the 30 cycles of 
testing. 

Although this change appears to be ap¬ 
propriate, the Commission believes such 
a change may have a substantial impact 
on the affected Industry. Therefore, this 
suggested change will be proposed as an 
amendment to these test methods in the 
near future in order to provide an oppor¬ 
tunity for public comment. 

6. Torque tests —a. Scope . A toy retailer 
suggests that application of the proposed 
torque tests (21 CFR 191.21(e). 191.22 
<e). and 191.23(e)) be limited to those 
toy components that a child can “firmly 
grasp and hold” instead of "grasp by at 
least the thumb and forefinger.” 

The Commission finds that the sug¬ 
gested change would inappropriately re¬ 
strict the intended application of the 
torque tests. To better approximate the 
manner in which a child could grasp a 
toy, however, the Commission has 
changed the r egul ations (paragraph <e> 
(1X1) of 16 CFR 1500.51, 1500.52, and 
1500.53 below) to Include components 
that can be grasped with the teeth. 

A manufacturer suggests that the 
torque test provisions be changed so 
that toys with rotating components 
would be tested with the rod or shaft 
clamped with the clamp resisting no 
more torque than can be exerted by a 
child of the appropriate age group 
grasping the shaft with his thumb and 
forefinger. 

The torque tests are not meant to be 
limited to parts or assemblies that a 
child can grasp with the thumb and fore¬ 
finger. Obviously, a child can grasp many 
toy projections with ills whole hand or 
his teeth. Adoption of the suggestion 
would therefore be inconsistent with the 
purposes of the tests. 

Another manufacturer suggests that 
the torque tests be applied only to toys 
with round or cylindrical projections, 
parts, or assemblies. This change would 
make application of the tests too narrow 
and restrictive for the purposes of the 
tests. 

b. Rotating components. Two manu¬ 
facturers and TMA suggest changing the 
torque tests regarding rotating compo¬ 
nents so that the test load would be ap¬ 
plied to the projections, parts, or as¬ 
semblies attached to the rod or shaft. 

In torque testing these components, 
the Commission is determining the In¬ 
tegrity of the attachment method used 
on the components. Whether the torque 
is applied to the shaft or to the com¬ 
ponent itself is immaterial. Accordingly, 
the suggestion has not been adopted. 

c. Torque levels. A manufacturer com¬ 
ments that the proposed torque test force 
levels. 2, 3, and 4 inch-pounds, are too 
severe and should be changed to 1. 2. and 
3 inch-pounds respectively. 

On the basis of child-strength data 
obtained from the National Bureau of 
Standards, the Commission finds that 
the torque test performance levels spec¬ 
ified in the proposal are indicative of 


the capabilities of children in the re¬ 
spective age groups. Accordingly, the per¬ 
formance levels hav e no t been changed 
as suggested (16 CFR 1500.51(e)(3), 
1500.52(e) (3), and 1500 53(e)(3) below). 

7. Tension tests —a. Scope. A toy re¬ 
tailer suggests that application of the 
proposed tension tests (21 CFR 191.21(f), 
191.22(f), and 191.23(f)) be limited to 
those toy components that a child can 
"firmly grasp and hold” rather than 
“grasp by at least the thumb and fore- 
flnger.“ 

The Commission finds that the sug¬ 
gested change would inappropriately re¬ 
strict the intended application of the 
tension tests. To better approximate the 
manner in which a child could grasp the 
toy. however, the Commission has 
changed the regulations (paragraph (f) 
(l)(i> of 16 CFR 1500.51, 1500.52. 

1500.53 below) to include components 
that can be grasped with the teeth. 

A manufacturer suggests that com¬ 
ponents intended to be removed from 
children’s articles during use be ex¬ 
cluded from the tension tests. 

The Commission finds that such ex¬ 
clusion would inappropriately restrict 
the intended application of the tension 
tests. The fact that some components or 
attachments of toys are screwed in or 
placed in the articles does not preclude 
their exposure to tensile forces during 
reasonably foreseeable use and abuse. 
Accordingly, this suggestion has not been 
adopted. 

b. Stuffed toys and heanbaqs. Five toy 
manufacturers suggest that the 15-pound 
tension test force level in proposed 21 
CFR 191.22(f) <3* and 191.23(f)(3) be 
changed to 10 pounds with respect to 
testing fabric-type articles such as bean- 
bags and plush toys. They contend that 
fastener and fabric technology are not 
sufficiently advanced to permit construc¬ 
tion tliat would resist the 15-pound force 
level. 

Testing results Indicate to the Com¬ 
mission. however, that a variety of chil¬ 
dren's articles currently on the market 
can successfully withstand greater than 
15-pound tensile forces applied to fab¬ 
ric seams and objects fastened to fabric 
and other pliable materials. Accordingly, 
the regulations (16 CFR 1500.52(f) ill 
(ii) and 1500.53(f) (1> (il) below) have 
not been changed. 

c. Testing procedure . Regarding the 
proposed tension test procedures (21 
CFR 191.21(f)(3). 191.22(f)(3), and 
191.23(f)(3)), eight manufacturers and 
TMA suggest that a point-of-load ap¬ 
plication be specified for the test which 
applies a load (force) 90 degrees from 
the main axis of the test components. 

The Commission finds that adopting 
this suggestion would be inconsistent 
with the purpose of these regulations 
since reasonably foreseeable damage or 
abuse, with respect to tension forces, is 
not restricted to a particular point of ap¬ 
plication. Accordingly, the regulations 
(16 CFR 1500.51(f)(3). 1500.52(f)(3). 
and 1500.53(f) (3) below) have not been 
so changed. 

8. Compression tests . A toy association 
recommends that the force level in each 


MM 

of the proposed compression tests (para¬ 
graph (g)(3) of 21 CFR 191.21, 191.22. 
191.23) be changed from 20, 25. and 30 
pounds to 10, 15. and 20 pounds respec¬ 
tively. The recommendation is not ac¬ 
companied by any substantiating data 
or material. 

The Commission finds that the force 
levels as proposed (20, 25. and 30 
pounds) are considered appropriate fac¬ 
tors for simulating reasonably foresee¬ 
able damage or abuse. Accordingly, the 
recommended change has not been 
adopted in 16 CFR 1500.51(g) <3», 
1500.52(g)(3), and 1500.53(gM3) be¬ 
low. 

9. Effective date. Suggested effective 
dates for these regulations vary from 3 
to 18 months after Federal Register 
publication. Since the regulations pro¬ 
mulgated below do not in and of them¬ 
selves ban particular toys or classes of 
toys, the Commission concludes that 
they should become effective on or before 
February 6,1975. 

Therefore, having considered the com¬ 
ments and other relevant material, the 
Commission concludes that the proposed 
regulations, with changes, should be 
adopted as set forth below’. 

Accordingly, pursuant to provisions of 
the Federal Hazardous Substances Act 
(secs. 2(f)(1)(D). (qXlHA). <s>. 3(6) 
(D. 10(a), 74 Stat. 372, 374. 375. 378, as 
amended 80 Stat. 1304, 83 Stat. 187-89; 
15 U.8.C. 1261. 1262. 1269) in accordance 
with the provisions of 5 U.S.C. 553. and 
under authority vested in the Commis¬ 
sion by the Consumer Product Safety Act 
(sec. 30(a), 86 Stat. 1231; 15 U.S.C 
2079(a)), 16 CFR Part 1500 is amended 
by adding four new sections as follows: 

§ 1500.50 Tntl for *iiiitflMlir»g 

U44* and nlniM* of lor* and olhrr ar- 
tirlea intended for u*c by children. 

♦ a) Objective. The objective of 
$$ 1500.51, 1500.52, and 1500.53 is to de¬ 
scribe specific test methods for simulat¬ 
ing normal use of toys and other articles 
intended for use by children as well as 
the reasonably foreseeable damage or 
abuse to which the articles may be sub¬ 
jected. The test methods are for use in 
exposing potential hazards that would 
result from the normal use or the rea¬ 
sonably foreseeable damage or abuse of 
such articles intended for children 

<b)<l> Application — general, ii) The 
test methods described in It 1500.51. 
1500.52 and 1500.53 arc to be used in 
determining what is normal use and 
reasonably foreseeable damage or abuse 
when specifically referenced under 
5 1500.18. Other banning regulations 
may also reference these use and abuse 
toy test procedures. 

(ii) The test methods described in 
it 1500.51, 1500.52. and 1500.53 have 
been established for articles Intended 
for the specified age groups of children: 
18 months of age or less, over 18 months 
but not over 36 months of age, and over 
36 months but not over 96 months of 
age If an article is marked, labeled, ad¬ 
vertised, or otherwise Intended for chil¬ 
dren of ages spanning more than one of 
these age groups, the article will be sub- 
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jected to the tests providing the most 
stringent requirements. 11 an article Is 
not age-labeled in a clear and con¬ 
spicuous manner or* based on such fac¬ 
tors as marketing practices and the cus¬ 
tomary patterns of usage of a product 
by children, is inappropriately age- 
labeled. and is intended or appropriate 
for children 96 months of age or less, it 
will also be subjected to the most strin¬ 
gent test requirements. 

(2> For purposes of compliance with 
the test methods proscribed in II 1500.51, 
1500.52. and 1500.53. the English system 
shall be used. The metric approximations 
are provided In parentheses for conven¬ 
ience and Information only. 

(3) Each of the test methods described 
in ff 1500.51. 1500.52. and 1500 53 shall 
be applied to a previously untested sam¬ 
ple except the tension test which shall be 
conducted with the test sample used in 
the torque test. 

(4) Prior to testing, each sample shall 
be subjected to a temperature of 73* ±3* 
F <23*±2*> at a relative humidity of 20- 
70 percent for a period of at least 4 
hours. The toy testing shall commence 
within five minutes after the toy has 
been removed from the preconditioning 
atmosphere. 

(5) Toys reasonably intended to be 
assembled by an adult and not intended 
to be taken apart by a child shall be 
tested only in the assembled state if the 
shelf package and the assembly instruc¬ 
tions prominently Indicate that the arti¬ 
cle is to be assembled only by an adult. 

(6) Toys intended to be repeatedly 
assembled and taken apart shall have 
the Individual pieces as well as the com¬ 
pleted article subjected to these test 
procedures. 

(7) In situations where a test pro¬ 
cedure may be applied In more than one 
way to a toy test component, the point 
(or direction! of force (or torque) ap¬ 
plication which results in the most 
severe conditions shall be used. 

(c) Definitions. As used in this sec¬ 
tion and in ($ 1500.51. 1500.52. and 
1500 53: 

(1) "Toy" means any toy. game, or 
other article designed, labeled, adver¬ 
tised. or otherwise intended for use by 
children. 

(2) "Mouth toy" means any toy rea¬ 
sonably intended to be placed into or in 
contact with a child's mouth. 

§ 1500.51 Tp%I met hod* for emulating 
ti*<* nml *l>u*r of toy* nn<l oilier nr- 
tirlrs intended for u*e by rliildren 18 
montli* of age or Ico. 

(a) Application. The test methods de¬ 
scribed in tills section shall be used to 
simulate the normal and reasonably 
foreseeable use. damage, or abuse of toys 
and other articles intended for use by 
children 18 months of age or less in con¬ 
junction with section 1500.18. 

<b> Impact test —fl) Application. Ex¬ 
cept as provided in paragraph <b> <4) of 
this section, toys having a weight of less 
than 3.0 pounds ±0.01 pound (14 kilo¬ 
grams) shall be subject to this test. 

(2> Impact medium. The impact me¬ 
dium shall consist of a ft Inch (0.3- 
centimeter) nominal thickness of type IV 


vinyl-asbestos tile, as specified In Federal 
specification SS-T-312A,' over at least a 
2.5 inch (6.4-centimeter) thickness of 
concrete. The Impact area shall be at 
least 3 square feet (0.3 square meter). 

(3) Testing procedure. Except as pro¬ 
vided in paragraph (b) (4) (1) and (ii) 
of this section, the toy shall be dropped 
10 times from a height of 4.5 feet ±0.5 
inch, (1.37 meters) onto the impact me¬ 
dium described In paragraph (b) (2) of 
tills section. The toy shall be dropped in 
random orientation. After each drop, the 
test sample shall be allowed to come to 
rest and shall be examined and evaluated 
before continuing. 

(4) Large and bulky toys . (1) A toy 
that has a projected base area of 2,560 
or more square centimeters (400 or more 
square Indies), shall be tested for impact 
in accordance with paragraph (b) (4) (ill) 
of this section. The base area for toys 
with permanently attached legs shall be 
measured by calculating the area en¬ 
closed by straight Uncs connecting the 
outermost edge of each leg of the perim¬ 
eter. 

(ii) A toy that has a volume of more 
than 3 cubic feet (0.085 cubic meter) 
calculated by the major dimensions with¬ 
out regard to minor appendages, shall be 
tested for Impact in accordance with 
paragraph (b) (4) (111) of this section. 

(ill) The toys described in paragraph 
(b) (4) (1) and <li> of this section shall 
be tested for impact by Upping them over 
three times by pushing the samples 
slowly past their centers of balance onto 
the impact medium described in para¬ 
graph <b) (2) of this section. 

(c) Bite test —(1) Application. A toy 
(or component or any accessible portion 
thereof) that has an external dimension 
of 1.25 inches ±0.05 Inch (3.18 centi- 
meters) or less and a design configuration 
that would permit a child to insert a 
portion into the mouth in any orienta¬ 
tion up to a biting thickness of 1.25 
inches ±0.05 inch (3.18 centimeters). for 
a penetration of at least 0.25 inch (0.635 
centimeter), shall be subject to this test. 

(2> Test equipment —(1) Contact 
mechanism. The contact mechanism 
shall be two metal strips or plates each 
measuring 0.25 inch ±0.002 Inch (0.635 
centimeter). high and each having a con¬ 
tact edge radius of 0.020 inch ±0.002 inch 
(0.05 centimeter), for at least a 150-de- 
gree cross-sectional arc. A suggested 
contact mechanism appears in figure 1 of 
tills section. 

(it) Loading device. The loading de¬ 
vice shall be a scale or force gauge hav¬ 
ing an accuracy of ±0.5 pound (±225 
grams). 

(3) Testing procedure. The test article 
shall be placed in the contact mecha¬ 
nism in any reasonable position for a 
penetration of 0.25 to 0.5 Inch (0.64 to 
1.27 cenUmeters), which posiUon utilizes 
less than 180 degrees of the arc of the 
contact mechanism, and a test load In- 


1 Copies may be purchased from the Super¬ 
intendent of Documents. Ofl Government 
Printing Office. Washington. D.C. 20402. In¬ 
corporation by reference approved by the Di¬ 
rector of the Federal Register on October 5. 
1972. 


creasing to 25 pounds ±0.5 pound <11.35 
kilograms), shall be evenly applied with¬ 
in 5 seconds. This load shall be main¬ 
tained for an additional 10 seconds. 

<d> Flexure tesi—( 1) Application . 
This test shall be applied to each com¬ 
ponent of a toy containing metal wire<s> 4 
or other metal materiol(s). for st iffen i n g 
or for retenUon of form if the compo¬ 
nent can be bent through a 60-degree arc 
by a maximum force of 10 pounds ±0.5 
pound <4.55 kilograms), applied perpen¬ 
dicularly to the major axis of the com¬ 
ponent at a point 2 inches (5 cenU¬ 
meters) from the intersection of the 
component with the main body of the toy 
or at the end of the component if the 
component is less than 2 inches ±0.05 
inch (5 centimeters) long. 

(2) Testing procedure. The toy shall 
be secured in a vise equipped with vise 
shields that are fabricated from 13- 
gauge cold-rolled steel or other similar 
material and that have a 0.375-inch 
(0.95-centimeter) inside radius. The 
comi>onent shall then be bent through 
a 60-degrce arc by a force applied at a 
point on the component 2 inches ±0.05 
inch (5 centimeters), from the Intersec¬ 
tion of the component with the main 
body of the toy or applied at the end of 
the component If the component Is less 
than 2 inches (5 centimeters), long. The 
component shall then be bent in the re¬ 
verse direction through a 120-degree arc. 
This process shall be repeated for 30 
cycles at a rate of one cycle per two sec¬ 
onds with a 60-second rest period occur¬ 
ring after each 10 cycles. Two 120-degrcc 
arc bends shall constitute one cycle. 

(e) Torque test —(1) Application —<i> 
General. A toy with a projection, part, or 
assembly that a child can grasp with at 
least the thumb and forefinger or tho 
teeth shall be subject to this test. 

(11) Toys with rotating components. 
Projections, parts, or assemblies that are 
rigidly mounted on an accessible rod or 
shaft designed to rotate along with the 
projections, parts, or assemblies shall be 
tested with the road or shaft clamped to 
prevent rotation. 

(2) Test equipment —(1) Loading de¬ 
vice. The loading device shall be a torque 
gauge, torque wrench, or other appropri¬ 
ate device having an accuracy of ±2 inch 
pound (±0.23 kilogram-centimeter). 

(ti) Clamp. Tho clamp shall bexapable 
of holding the test component firmly and 
transmitting a torsional force. 

(3) Testing procedure. With live toy 
rigidly fastened in any reasonable test 
posiUon, the clamp is fastened to the test 
object or component. A torque of 2 inch 
pounds ±0.2 pound (2.30 kilogram - 
centimeters) shall be applied evenly 
within a period of 5 seconds in a clock¬ 
wise direction until a rotation of 180 de¬ 
grees from the original position has been 
attained or 2.30 kilogram-centimeters (2 
Inch-pounds) exceeded. The torque or 
maximum rotation shall be maintained 
for an additional 10 seconds. The torque 
shall then be removed and the test com¬ 
ponent permitted to return to a relaxed 
condition. This procedure shall then be 
repeated in a counterclockwise direction. 

(f) Tension test —(1) Application —<1> 
General. Any projection of a toy that the 
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child can grasp with at least the thumb 
and forefinger or the teeth shall be sub¬ 
ject to this test. This test Is to be con¬ 
ducted on the same toy that has been 
subjected to the torque test described In 
paragraph <e> of this section. 

(it) Stuffed toys and bcanbags. A 
stuffed toy or beanbag constructed of 
pliable materials having seams (such as 
fabrics) shall have the scams subjected 
to 10 pounds ±0.5 pound <4.55 kilograms 
of force applied In any direction. 

(2) Test equipment—<i) Clamps. One 
clamp capable of applying a tension load 
to the test component Is required. A sec¬ 
ond clamp suitable for applying a ten¬ 
sion load perpendicularly to the major 
axis of the test component Is also 
required. 

<!i> Loading device. The loading de¬ 
vice is to be a self-indicating gauge or 
other appropirate means having an ac¬ 
curacy of ±0.5 pound (±225 grams). 

(3> Testing procedure. With the test 
sample fastened in a convenient position, 
an appropriate clamp shall be attached 
to the test object or component. A 10- 
pound ±0.5 pound <4.55 kilogram> direct 
force shall be evenly applied, within a pe¬ 
riod of 5 seconds, parallel to the major 
axis of the test component and main¬ 
tained for an additional 10 seconds. The 
tension clamp shall then be removed and 
a second clamp appropriate for pulling 
at 90 degrees shall be attached to the test 
object or component. A 10-pound ±0.5 
pound (4.55 kilogram ‘ tensile force shall 
be evenly applied, within a period of 5 
seconds, perpendicularly to the major 
axis of the test component and main¬ 
tained for an additional 10 seconds. 

(g> Compression test —(1) Applica¬ 
tion. Any area on the surface of a toy 
that Is accessible to a child and inacces¬ 
sible to flat-surface contract during the 
Impact test shall be subject to this test. 

(2) Test apparatus . The loading de¬ 
vice shall be a rigid metal disc 1.125 
Inches ±0.015 Inch <2.86 centimeters) In 
diameter and (0.375 Inch) <0.95 centi¬ 
meter) In thickness. The perimeter of the 
disc shall be rounded to a radius of *£* 
inch) (0.08 centimeter) to eliminate ir¬ 
regular edges. The disc shall be attached 
to an appropriate compression scale 
having an accuracy of ±0.5 pound 
(±225 grams). 

(3> Testing procedure. The disc shall 
be positioned so that the contact surface 
is parallel to the surface under test. A 
direct force of 20 pounds ±0.5 pound 
(9.1 kilograms) shall be evenly applied 
within 5 seconds through the disc. This 
load shall be maintained for an addi¬ 
tional 10 seconds. During the test the toy 
is to rest on a flat, hard surface in any 
convenient position. 

6 1500.52 *IVm method* for Mmulating 
um» and nhux* of toys and other ar¬ 
ticle* intended for u«r by children 
over 18 hut not over 36 month* of 
ngc. 

<a) Application. The test methods de¬ 
scribed In this section shall be used to 
simulate the normal and reasonably fore¬ 
seeable use, damage, or abuse of toys and 
other articles intended for use by chil- 
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centimeters) shall be applied evenly 
dren over 18 but not over 36 months of 
age In conjunction with section 1500.18. 

(b) Impact test —<1) Application. Ex¬ 
cept as provided in paragraph (b)(4) of 
this section, toys having a weight of less 
than 4.0 pounds ±0.01 pound (1.8 kilo¬ 
grams). shall be subject to this test. 

(2) Impact medium. The Impact 
medium shall consist of a ^ inch <0.3 
centimeter) nominal thickness of type 
IV vinyl-asbestos tile, as specified in 
Federal specification SS-T-312A (sec 
section 1500.51 <b) <2> regarding avail¬ 
ability), over at least a 2.5 Inch <6 4 
centimeter) thickness of concrete. The 
impact area shall be at least 3 square 
feet (02 square meter). 

(3) Testing procedure. Except as pro¬ 
vided In paragraph <b) (4) (I) and <i|) of 
this section, the toy shall be dropped four 
times from a height of 3 feet ±0.5 Inch 
<0.92 meter), onto the Impact medium 
described in paragraph (b)(2) of this 
section. The toy shall be dropped in 
random orientation. After each drop, the 
test sample shall be allowed to come to 
rest and shall be examined and evaluated 
before continuing. 

(4) Large and bulky toys. (I) A toy 
that has a projected base area of 2,560 or 
more square centimeters (400 or more 
square Indies) shall be tested for impact 
In accordance with paragraph <b) (4) fill) 
of this section. The base area for toys 
with permanently attached legs shall be 
measured by calculating the area en¬ 
closed by straight lines connecting the 
outermost edge of each leg of the perim¬ 
eter. 

(ii) A toy that has a volume of more 
than 3 cubic feet (0.085 cubic meter) 
calculated by the major dimensions with¬ 
out regard to minor appendages, shall 
be tested for impact in accordance with 
paragraph (b)(4) (lii) of this section. 

(ill) The toys described In paragraph 
<b) (4) (1) and (li) of this section 
be tested for impact by tipping them over 
three times by pushing the samples 
slowly past their centers of balance onto 
the Impact medium described in para¬ 
graph (b)(2) of this section. 

(c) Bite test —(1) Application . A toy 
(or component or any accessible portion 
thereof) that has an external dimension 
of 125 inches ±0.05 Inch (3.18 centi¬ 
meters) or less and a design configura¬ 
tion that would permit a child to insert 
a portion into Die mouth in any orienta¬ 
tion up to a biting thickness of 1.25 
inches ±0.05 inch (3.18 centimeters), for 
a penetration of at least 0.25 inch <0.635 
centimeter), shall be subject to tills test. 

(2) Test equipment—(i) Contact 
mechanism. The contact mechanism 
shall be two metal strips or plates each 
measuring 025 inch *0.002 inch <0.635 
centimeter) high and each having a con¬ 
tact edge radius of 0.020 Inch ±0.002 
inch <0.05 centimeter) for at least a 
150-degree cross-sectional arc. A sug¬ 
gested contact mechanism appears in 
figure 1 of section 150021. 

(ID Loading device. The loading de¬ 
vice shall be a scale or force gauge hav¬ 
ing an accuracy of ±0.5 pound (±225 
grams). 
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<3) Testing procedure. The test article 
shall be placed In the contact mech¬ 
anism in any reasonable position for a 
penetration of 0.25 to 0.5 inch <0.64 to 
1.27 centimeters). which position 
util ires less than 180 degrees of the arc 
of the contact mechanism, and a test 
load increasing to 50 pounds ±0.5 pound 
(22.74 kilograms) shall be evenly 
applied within 5 seconds. This load shall 
be maintained for An additional 10 
seconds 

<d> Flexure test —(1) Application 
This test shall be applied to each com¬ 
ponent of a toy containing metal w1re<s), 
or other metal material«s), for stiffen¬ 
ing or for retention of form if the com¬ 
ponent can be bent through a 60-degree 
arc by a maximum force of 15 pounds 
±0.5 pound (6.80 kilograms) applied 
perpendicularly to the major axis of the 
component at a point 2 inches ±0.05 
inch <5 centimeters), from the inter¬ 
section of the component with the main 
body of the toy or at the end of the com¬ 
ponent If the component is less than 2 
Inches ±0.05 inch <5 centimeters) long. 

(2) Testing procedure . The toy shall 
be secured In a vise equipped with vise 
shields that are fabricated from 13- 
gauge cold-rolled steel or other similar 
material and that have a 0.375-inch <0.95 
centimeter) inside radius. The com¬ 
ponent shall then be bent through a 60- 
degree arc by a force applied at a point 
on the component 2 inches ±0.05 inch 
<5 centimeters) from the intersection of 
the component with the main body of 
the toy or applied at the end of the com¬ 
ponent if the component is less than 
2 inches <5 centimeters) long. The com¬ 
ponent shall then be bent in the reverse 
direction through a 120-degree arc. This 
process shall be repeated for 30 cycle* 
at a rate of one cycle per two seconds 
with a 60-second rest period occurring 
after each 10 cycles. Two 120-degree arc 
bends shall constitute one cycle. 

(e) Torque test —U> Application —(1) 
General. A toy with a projection, part, 
or assembly that a child can grasp with 
at least the thumb and forefinger or the 
teeth shall be subject to this test. 

(U) Toys with rotating components. 
Projections, parts, or assemblies that are 
rigidly mounted on an accessible rod or 
shaft designed to rotate along with the 
projections, parts, or assemblies shall 
be tested with the rod or shaft clamped 
to prevent rotation. 

<2> Test equipment —(i) Loading de¬ 
vice. The loading device shall be a torque 
gauge, torque wrench, or other appro¬ 
priate device having an accuracy of ±0.2 
inch-pound (±0.23 kilogram-centime¬ 
ter). 

<ii) Clamp. The clamp shall be ca¬ 
pable of holding the test component 
firmly and transmitting a torsional 
force. 

(3) Testing procedure. With the toy 
rigidly fastened in any reasonable test 
position, the clamp is fastened to the test 
object or component. A torque of 3 inch- 
pounds ±02 inch-pounds (3.46 kilogram- 
wlthln a period of 5 seconds in a clock¬ 
wise direction until a rotation of 180 
degrees from the original position has 
been attained or 3 Inch-pounds ±02 
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Inch-pounds (3.46 kilogram-centimeters) 
exceeded. The torque or maximum rota¬ 
tion shall be maintained for an addi¬ 
tional 10 seconds. The torque shall then 
be removed and the test component per¬ 
mitted to return to a relaxed condition. 
This procedure shall then be repeated in 
a counterclockwise direction. 

(f) Tension test —(1) Application —< i> 
General. Any projection of a toy that the 
child can grasp with at least the thumb 
and forefinger or the teeth shall be sub¬ 
ject to this test. This test is to be con¬ 
ducted on the same toy that has been 
subjected to the torque test described in 
paragraph <e) of this section. 

<i!> Stuffed toys and beanbags. A 
stuffed toy or beanbag constructed of 
pliable materials having seams (such as 
fabrics) shall have the seams subjected 
to 15 pounds (±0.5 pound ‘6.80 kilo¬ 
grams) of force applied in any direction. 

(2) Test equipment —(i) Clamps . One 
clamp capable of applying a tension load 
to the test component is required. A 
second clamp suitable for applying a ten¬ 
sion load perpendicularly to the major 
axis of the test component is also re¬ 
quired. 

<ii> Loading device . The loading de¬ 
vice is to be a self-indicating gauge or 
other appropriate means having an ac¬ 
curacy of ±0.5 pound(±255 grams). 

(3) Testing procedure . With the test 
sample fastened in a convenient position, 
an appropriate clamp shall be attached 
to the test object of component. 

A 15-pound ±0.5 pound (6.80-kilo- 
gram > direct force shall be evenly ap¬ 
plied, within a period of 5 seconds, paral¬ 
lel to the major axis of the test compon¬ 
ent and maintained for an additional 10 
seconds. The tension clamp shall then be 
removed and a second clamp appropriate 
for pulling at 90 degrees shall be attached 
to the test object of component. A 15- 
pound ±0.5 pound (6.80-kilogram) ten¬ 
sile force shall be evenly applied, within 
a period of 5 seconds, perpendicularly to 
the major axis of the test component and 
maintained for an additional 10 seconds. 

(g) Compression test —(1) Applica¬ 
tion. Any area on the surface of a toy 
that is accessible to a child and inacces¬ 
sible to flat-surface contact during the 
impact test shall be subject to this test. 

(2) Test apparatus. The loading de¬ 
vice shall be a rigid metal disc 1.125 
Inches ±0.015 inch (2.86 centimeters) in 
diameter and 0.375 Inch (0.95 centi¬ 
meter) in thickness. The perimeter of 
the disc shall be rounded to a radius of 

inch (0.08 centimeter) to eliminate 
Irregular edges. The disc shall be at¬ 
tached to an appropriate compression 
scale having an accuracy of ±0.5 pound 
(±225 grams). 

(3) Testing procedure. The disc shall 
be positioned so that the contact surface 
is parallel to the surface under test. A 
direct force of 25 pounds ±0.5 pound 
(11.4 kilograms) shall be evenly applied 
within 5 seconds through the disc. This 
load shall be maintained for an addition¬ 
al 10 seconds. During the test the toy is to 
rest on a flat, hard surface in any con¬ 
venient position. 


§ 1.700.53 Tent method* for Mimilating 
u«r uni! abuse of toys and other ar¬ 
ticle* intended for use by children 
over 36 but not over 96 months of 
age. 

(a> Application . The test methods de¬ 
scribed in this section shall be used to 
simulate the normal and reasonably 
foreseeable use. damage, or abuse of toys 
and other articles Intended for use by 
children over 36 but not over 96 months 
of age in conjunction with section 
1500.18. 

<b) Impact test—‘(It Application. Ex¬ 
cept as provided in paragraph (b) (4) of 
this section, toys having a weight of less 
than 10.0 pounds ±0.01 pound (4.6 kilo¬ 
grams) shall be subject to this test. 

(2) Impact medium. The impact medi¬ 
um shall consist of a 0.125-inch (0.3-cen- 
timeter), thickness of type IV vinyl-as¬ 
bestos tile, as specified in Federal spec¬ 
ification SS-T-312A (see section 1500.51 

(b)(2) regarding availability), over at 
least a 2.5-inch (6.35-centlmeter) thick¬ 
ness of concrete. The Impact area shall be 
at least 3 square feet (0.29 square meter). 

(3) Testing procedure . Except as pro¬ 
vided in paragraph <b)(4)U) and (il> 
of this section the toy shall be dropped 
four times from a height of 3 feet ± 0.5 
inch (0.92 meter) onto the Impact medi¬ 
um described in paragraph (b)(2) of 
this section. The toy shall be dropped in 
random orientation. After each drop, the 
test sample shall be allowed to come to 
rest and shall be examined and evalu¬ 
ated before continuing. 

(4) Large and bulky toys. <1> A toy 
that has a projected base area of 2.560 
or more square centimeters (400 or more 
square inches* shall be tested for Im¬ 
pact in accordance with paragraph (b) 

(4) (111) of this subsection. The base area 
for toys having permanently attached 
legs shall be measured by calculating the 
area enclosed by straight lines connect¬ 
ing the outermost edge of each leg of the 
perimeter. 

(ID A toy that has a volume of more 
than 3 cubic feet (0.085 cubic meter), 
calculated by the major dimensions with¬ 
out regard to minor appendages, shall 
be tested for impact in accordance with 
paragraph (b)(4) (ill) of this section. 

(iii> The toys described in paragraph 
(b) (4) (1) and (11) of this section shall 
be tested for impact by Upping them 
over three times by pushing the samples 
slowly past their centers of balance onto 
the impact medium described in para¬ 
graph (b> (2) of this section. 

(c) Bite test—(l) Application. A toy 
(or component) that is a mouth toy shall 
be subject to this test. 

(2) Test equipment —<i) Contact 
mechanism. The contact mechanism 
shall be two metal strips or plates each 
measuring 0.25 inch ±0.002 Inch (0.635 
centimeter) high and each having a con¬ 
tact edge radius of 0.020 inch ±0.002 
inch (0.5 centimeter) for at least a 150- 
degree cross-sectional arc. A suggested 
contact mechanism appears in figure 1 
of secUon 1500.51. 

(U) Loading device . The loading de¬ 
vice shall be a scale or force gauge hav¬ 


ing an accuracy of ±0.5 pound (±225 
grams). 

(3) Testing procedure. The test article 
shall be placed In the contact mechanism 
In any reasonable position for a pen¬ 
etration of 0.25 to 0.5 inch (0.64 to 1.27 
centimeters) inch), which position utl- 
lhrxs less than 180 degrees of the arc of 
the contact mechanism, and a test load 
increasing to 100 pounds ±0.5 pound 
(45.50 kilograms) shall be evenly ap¬ 
plied within 5 seconds. This load shall 
be maintained for an addlUonol 10 
seconds. 

(d) Flexure test —(1) Application , 
This test shall be applied to each com¬ 
ponent of & toy containing metal 
wire(s). or other metal material(s), for 
stiffening or for retention of form IX the 
component can be bent through a 60- 
degree arc by a maximum force of 15 
pounds ±0.5 pound (6.80 kilograms) ap¬ 
plied perpendicularly to the major axis 
of the component at a point 2 inches 
±0.05 inch (5 centimeters) from the in¬ 
tersection of the component with the 
main body of the toy or at the end of the 
component if the component is less than 
2 Inches i 0.05 Inch (5 centimeters) long. 

(2) Testing procedure. The toy shall 
be secured In a vise equipped with vise 
shields that are fabricated from 13-gauge 
thick cold-rolled steel or other similar 
material and that have a 0.375-inch 
(0.95-cenUmeter) inside radius. The 
component shall then be bent through a 
60-degree arc by a force applied at a 
point on the component 2 inches (5 cen¬ 
timeters) from the intersection of the 
component with the main body of the 
toy or applied at the end of the compo¬ 
nent if the component is less than 2 
Inches (5 centimeters* long. The com¬ 
ponent shall then be bent in the reverse 
direction through a 120-degree arc. This 
process shall be repeated for 30 cycles 
at a rate of one cycle per two seconds 
with a 60-second rest period occurring 
after each 10 cycles. Two 120-degree arc 
bends shall constitute one cycle. 

(e) Torque test —(1) Application —(1) 
General. A toy with a projection, part, 
or assembly that a child can grasp with 
at least the thumb and forefinger or the 
teeth shall be subject to this test. 

(ID Toys with rotating components. 
Projections, parts, or assemblies that are 
rigidly mounted on an accessible rod or 
shaft designed to rotate along with the 
projections, parts, or assemblies shall be 
tested with the rod or shaft clamped to 
prevent rotation. 

(2) Testing equipment —(i> Loading 
device. The loading device shall be a 
torque gauge, tordue wrench, or other 
appropriate device having an accuracy 
of ±0.2 inch-pound (±0.23 kilogram- 
centimeter). 

(ii> Clamp. The clamp shall be capable 
of holding the test component firmly and 
transmitting a torsional force. 

(3) Testing procedure. With the toy 
rigidly fastened in any reasonable test 
position, the clamp Is fastened to the 
test object or component. A torque of 4 
lnch-ponuds ±0.2 inch-pound (4.60 kilo¬ 
gram-centimeters) shall be applied 
evenly within a period of 5 seconds in a 
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clockwise direction until a rotation of 
180 degrees from the original position 
has been attained or 4 inch-pounds ±0.2 
inch-pound <4.60 kilogram-centimeters) 
exceeded. The torque or maximum ro¬ 
tation shall be maintained for an addi¬ 
tional 10 seconds. The torque shall then 
be removed and the test component per¬ 
mitted to return to a relaxed condition. 
This procedure shall then be repeated in 
a counterclockwise direction. 

<f) Tension test —<1> Application —<i) 
General. Any projection of a toy that the 
child can grasp with at least the thumb 
and forefinger or the teeth shall be sub¬ 
ject to this test. This test is to be con¬ 
ducted on the same toy that has been 
subjected to the torque test described in 
paragraph <e> of this section. 

ill) Stuffed tops and beanbags. A 
stuffed toy or bean bag constructed of 
pliable materials having seams (such as 
fabrics) shall have the seams subjected 
to 15 pound ±0.5 pound <6.80 kilograms) 
of force applied in any direction. 

<2) Test equipment —(!) Clamps. One 
clamp capable of applying a tension load 
to the test component Is required. A sec¬ 
ond clamp suitable for applying a tension 
load perpendicularly to the major axis 
of the test component is also required. 

<ii) Loading device . The loading de¬ 
vice Is to be a self-indicating gauge or 
other appropriate means having an ac¬ 
curacy of ±0.5 pound <±225 grams). 

<3) Testing procedure. With the test 
sample fastened in a convenient posi¬ 
tion. an appropriate clamp shall be at¬ 
tached to the test object or component. 
A 15-pound ±0.5 pound <6.80-kilogram) 
direct force shall be evenly applied, with¬ 
in a period of 5 seconds, parallel to the 
major axis of the test component and 
maintained for an additional 10 seconds. 
The tension clamp shall then be removed 
and a second clamp appropriate for pull¬ 
ing at 90 degrees shall be attached to 
the test object or component. A 15-pound 
±0.5 pound <6.80-kiiogram) tensile force 
shall be evenly applied, within a period 
of 5 seconds, perpendicularly to the ma¬ 
jor axis of the test component and main¬ 
tained for an additional 10 seconds. 

<g) Compression test —<1) Application. 
Any area on the surface of a toy that is 
accessible to a child and inaccessible to 
flat-surf ace contact during the Impact 
test shall be subject to this test. 

<2) Test apparatus. The loading de¬ 
vice shall be a rigid metal disc 1.125 
inches ±0.015 inch <2.86 centimeters) in 
diameter and 0.375 Inch <0.95 centi¬ 
meter) in thickness. The perimeter of the 
disc shall be rounded to a radius of A 


Inch <0.08 centimeter) to eliminate ir¬ 
regular edges. The disc shall be attached 
to an appropriate compression scale hav¬ 
ing an accuracy of ±0.5 pound (±225 
grams). 

<3> Testing procedure. The disc shall 
be positioned so that the contact surface 
is parallel to the surface under test. A 
direct force of 30 pounds ±0.5 pound 
<13.6 kilograms) shall be evenly applied 
within 5 seconds through the disc. This 
load shall be maintained for an addi¬ 
tional 10 seconds. During the test the 


toy Is to rest on a flat, hard surface In 
any convenient position. 

Effective date. The regulation promul¬ 
gated above. 16 CFR 1500.50. 1500.51. 
1500.52, and 1500.53. shall become ef¬ 
fective February 6. 1975. 

(Secs. 2(f)(1)(D), (q) < 1) (A), (•), 9(e)(1). 
10(a). 74 8tat. 372. 374, 376. 378. aa amended 
80 Slat. 1304. 83 Stat. 187-89 (15 U 8.C 1261. 
1282. 1289): (5 US.C. 553)) 

Dated: December 30. 1974. 

Sadyk E. Dunn, 
Secretary, Consumer Product 
Safety Commission . 


NOTE'Moke Clevis Hinge with ijD. Pin 



BITE TEST CLAMP 

FIGURE I 
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CONSUMER PRODUCT SAFETY 
COMMISSION 

[ 16CFR Part 1500] 

TOYS AND OTHER CHILDREN'S ARTICLES 

PRESENTING INJURY HAZARDS DUE TO 

SHARP EDGES 

Proposed Banning 

The purpose of this document Is to 
propose regulations (16 CFR 1500.18(a) 
(16) and 1500.47) that will determine 
whether toys and other articles in¬ 
tended for use by children 8 years of age 
or less present an unreasonable risk of 
personal injury due to sharp edges and 
ban such toys and articles. 

Section 2(f)(1)(D) of the Federal 
Hazardous Substances Act (15 U.S.C. 

1261) defines as a Hazardous substance 
any toy or other article which is deter¬ 
mined by regulation, in accordance with 
section 3(e)(1) of the act <15 UJ3.C. 

1262) . to present a mechanical hazard 
as defined by section <2>(s> of the act. 
Section 2(q)(l)(A) provides that such 
a toy or article is a banned hazardous 
substance. 

Existing regulations under 16 CPU 
1500.18(a)(1), (2). and (3) ban certain 
toys that have the potential for causing 
lacerations, puncture wound Injury, 
aspiration, ingestion or other injury. 
The Commission will be issuing a series 
of more specific regulations such as the 
sharp edge regulation propased herein 
and the sharp point regulation proposed 
elsewhere in this issue (40 FR 1491). It 
Is anticipated that, when finalized, these 
new regulations will supersede ii 1500.18 
(a)(1). (2).and (3). . 

Injury Data 

Injury data from the Commission’s 
National Electronic Injury Surveillance 
System < NEISS > indicate that a signif¬ 
icant number of children have required 
hospital emergency room treatment for 
laceration and puncture wounds as¬ 
sociated with sharp points and sharp 
edges presented by toys. NEISS com¬ 
prises approximately two per cent of the 
nation’s ho spita l emergency rooms. Dur¬ 
ing 1973, NEISS reported 1,853 lacera¬ 
tions and punctures occurring to chil¬ 
dren under ten years of age. This 
figure represents 54 per cent of ail 
NElSS-reported toy injuries to children 
in this age group. A review of in-depth 
Investigations of a sample of these 1.853 
reported injuries discloses the role of 
sharp points and sharp edges in causing 
lacerations and punctures. This pro¬ 
posed regulation deals with sharp edges: 
a companion proposal deals with sharp 
points. 

The injury reports, their sources, and 
the analysis by the Commission's Bureau 
of Epidemiology of injuries related to 
sharp edges on toys may be seen in 
the Office of the Secretary, CPSC. 10th 
floor. 1750 K St.. NW., Washington. D C., 
during working hours Monday through 
Friday. 

Sharp Edge Test Method 

A. General. The purpose of this pro¬ 
posal is to ban toys that cause unreason¬ 
able risk of injury due to sharp edges. 


A test method is proposed that would 
identify edges which could cause injury. 
The test utilizes a synthetic tape 
wrapped around a metal rod simulating 
a child's finger. A sharp edge on a toy 
is pressed against the tape with a force 
of 3.8 lbs. while the metal rod is rotated 
through 360* It Is proposed that toys 
with edges which cut the tape under 
these conditions will be banned 

Because children do not always use 
toys as they arc intended to be used, 
all accessible edges must pass the sharp 
edge test. 

B. Force level. A child cannot be ex¬ 
pected to have developed proper Judg¬ 
ment for the amount of force needed to 
hold or grasp a toy and therefore could 
exert a large force on a sharp edge. To 
limit the effect of the sharpness of edges 
on toys, a force level must be chosen at 
which injury can be Avoided. 

The National Bureau of Standards, in 
a document entitled “A Study of the 
Strength Capabilities of Children Ages 
Two Through Six,*' NBSIR 73-156 
(August 1973), reports that the average 
maximum gripping force for children 
5 years of age is 20 pounds. Older child¬ 
ren are stronger and reach larger 
force levels but have a more accurate 
sense of Judgment and are less likely to 
indiscriminately grasp an object with 
maximum force. In view of the injury 
reports indicating that children under 5 
years of age are more likely than older 
children to suffer laceration injuries 
from toys, the Commission believes tliat 
20 pounds is a reasonable base to deter¬ 
mine the force level for the sharp edge 
test method. 

The sharp edge test procedure is based 
on the casual handling contact mode and 
this criterion does not take into account 
the liazard pattern involving Impact. 
A byproduct of limiting the criterion to 
casual contact, however. Is that the 
hazard arising from certain slight impact 
situations will be reduced. 

C. Cutting criteria . The Commission 
sponsored a project at the National Bu¬ 
reau of Standards <NBS» to research 
human skin cutting. The results are set 
forth in an NBS report entitled "Some 
Cutting Experiments on Human Skin 
and Synthetic Materials." NBSIR 73-262 
(October 1973). An objective of this re¬ 
search was to correlate the depth of 
cut in excised skin samples with combi¬ 
nations of edge configurations and cut¬ 
ting forces. All skin specimens were 
taken from the abdomen region. The skin 
samples were wrapped around a semicir¬ 
cular hardwood mandrel that turned a 
single rotation while the test edge was 
held stationary and a known force was 
applied. The edges for these tests were 
selected for having typical geometries 
and varied abilities to cut skin. The re¬ 
sultant data w’crc summarized for forces 
of 1. 2, 4, 8,12.16, and 20 pounds and the 
edges ranked in order of sharpness. The 
transition from sharp to dull under the 
20-pound, no-bleed criterion occurs be¬ 
tween two edges; both edges have a 90* 
included angle and the respective radii 
are 0.002 and 0.004 inch. The criterion 
established in the study is used as a basis 
for the sharp edge test proposed herein. 


The sharp edge test method is per¬ 
formance oriented (as opposed to design 
oriented). The sharpness of an edge can¬ 
not be Judged by only the Included angle 
and radius. Factors such as the rough¬ 
ness of the surface and burrs or nicks on 
the edge influence sharpness. Therefore. 
Instead of limiting the requirements to a 
minimum radius design specification, the 
sharp edge test method judges sharpness 
of an edge by its ability to cut through 
a specified artificial skin at a force of 3.8 
lbs. which has been found to simulate 
the behavior of human skin at a force 
of 20 lbs. 

D. Test device and artt/iclal aWn. A 
prototype test device for sharp edges In 
toys has been developed for use in the 
testing procedure. The device Is described 
and Illustrated In an NBS report entitled 
"An Inspection Procedure for Detecting 
Hazardous Edges." NBSIR 74-428 (April 
1974). The operating parameters are 
based on those used in the human skin 
cutting tests taking into account the dif¬ 
ferences between the forces necessary to 
cut artificial skin as opposed to human 
skin. 

The device Is designed to be hand-held, 
usable In any orientation, and easy to 
operate. The diameter of the mandrel 
approximates the size of a child's finger 
and the mandrel can make a single rota¬ 
tion at a constant speed. The force be¬ 
tween the edge and the mandrel is low 
enough to make the device manageable 
and inertial loading caused by rotating 
parts is minimized. 

The artificial skin suitable for use with 
the test device is a tape made from poly- 
tetr&fiuoroethyiene (Teflon) and has an 
adhesive backing to provide for easy 
mounting on the mandrel. The tape en¬ 
ables the user to discriminate between 
sharp and dull edges. All test edges cate¬ 
gorized into sharp or not by the skin cut¬ 
ting test are correctly classed as sharp 
or not sharp by use of the polytetrn- 
fluoroethylene tape. An edge is judged 
sharp if it completely cuts through the 
tape at any location along the center 75 
per cent of the line of contact. 

To specify the type of tape suitable for 
the test, performance of the tape against 
two standard edges must be checked. One 
edge is in the sh&rp zone and the other 
is in the not sharp zone. These standard 
edges have a 90* included angle 
and respective radii of 0.002 and 
0.010 Inch. The range between these 
edges Is wider than the range be¬ 
tween edges chosen to represent 
.sharp and not sharp based on the skin 
cutting test. This will allow several tapes 
to qualify and mill avoid problems of reli¬ 
ance on one specific tape type for the 
test. Also, tape samples vary in cutablllty 
and said edge specifications will make the 
variances negligible within each roll. 

The NBS reports cited above may be 
seen in the Office of the Secretary. CPSC. 
10th floor. 1750 K Street NW., Washing¬ 
ton, D.C., during working hours Monday 
through Friday. 

E. Accessibility probe . A sharp edge 
must be accessible to present a hazard; 
therefore, only articles that meet defined 
accessibility criteria are subject to the 
sharp edge test. These accessibility 
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criteria may be applied to actual prod¬ 
ucts by use of a finger probe device or 
by any other means that achieves identi¬ 
cal results. The suggested probe is based 
on a design developed by Underwriters 
Laboratories , Inc . <shown in figure 1 of 
proposed 16 CFR 1500.47 below). The di¬ 
mensions are derived from the maximum 
penetration depth of fingers and hands 
into holes and slots up to one Inch In 
diameter or width. The data represents 
100 children of ages 1 to 10 years. 100 
men. and 100 women. 

The accessibility being determined is 
that of reach or touch as contrasted to 
accessibility for grasping. Penetration Is 
considerably deeper through slots than 
holes, and this is reflected by the wedge 
portion of the otherwise cylindrical shape 
of the probe. 

A justification for the long reach of 
the probe is that forces on the same level 
os the criteria couid occur in situatioas 
where the child has inserted a finger to 
its maximum reach and Jerks the finger 
out or has the toy pulled or pushed caus¬ 
ing contact. The probe has three knuckle 
joints to allow bending around comers as 
a finger would, and the Up has an in¬ 
cluded angle of 60 c that allows touching 
edges on small slots, holes, and tabs. A 
blunt end design that appears the same 
as a finger would not be able to touch 
those edges accessible to the soft end of a 
finger, such as when pressed agalast a 
narrow slot, small hole, or tab. The 
abrupt changes in the probe's slope re¬ 
flects averaging the data and the resist¬ 
ance offered to lnserUon by knuckle 
Joints. 

Use and Abuse Tests 

Many toys for younger children do not 
present sharp edges hazards until the 
toy is broken, dismembered, or disassem¬ 
bled by the child through use or abuse. 
For this reason, the regulaUons proposed 
below require appropriate articles to be 
subjected to use and abus e tes t proce¬ 
dures prescribed by 16 CFR 1500.50 
through 1500.53 (promulgated elsewhere 
in this Issue of the Federal Register (40 
FR 1480 ‘. Those procedures simulate the 
use and abuse of toys, games, and other 
articles intended for children in three 
age groups (18 months or less, over 18 but 
not over 36 months, and over 36 but not 
over 06 months). 

The regulaUons proposed below pre¬ 
scribe testing for sharp edges before and 
after applicaUon of the appropriate use 
and abuse tests. 

Proposal 

Therefore, on the basis of the above 
informaUon and data, the Commission 
proposes to ban by regulation articles 
intended for use by children not over 
96 months of age that have sharp edges 
and/or contain sharp edges that become 
accessible in normal use or after reason¬ 
ably foreseeable damage or abuse be¬ 
cause the mechanical hazards associated 
with the design and manufacture of such 
articles present an unreasonable risk of 
personal injury to young children from 
laceraUons and avulsions. Further, the 
Commission proposes to exempt from 
such banning toys with sharp edges that 


perform an operational function, such 
as toy scissors, provided that such items 
are identified as specified in paragraph 
(a) (16) and other articles with sharp 
edges that perform an operational func¬ 
tion. such as knives. It is contemplated 
that the effective date will be 180 days 
after publication of the final regulation 
in the Federal Register. 

Accordingly, pursuant to provisions of 
the Federal Hazardous Substances Act 
(secs. 2(f)(1)(D), (q) (1) (A), (s). 

3(e) (1), 74 Stat. 372,374,375. as amended 
80 Stat. 1304-05, 83 Stat. 187-80: 15 
U.S.C. 1261, 1262) and under authority 
vested in the Commission by the Con¬ 
sumer Product Safety Act (Pub. L. 
92-573. sec. 30(a). 86 Stat. 12311 15 U.S.C. 
2079(a)). the Commission proposes to 
amend 16 CFR Part 1500 by adding a new 
paragraph (a) (16) to 1 1500.18 and by 
adding a new 1 1500.47, as follows: 

1. Section 1500.18 is amended by add¬ 
ing (a) (16) as follows: 

g 1500.18 Hnniirti (op and oilier luimird 
Articles intended for u»e by rliildren. 

<a> Tops and other children's articles 
presenting mechanical hazards . Under 
the authority of section 2(f)(1)(D) of 
the act and pursuant to provisions of 
section 3(e) of the act, the Commission 
has determined that the following types 
of toys or other articles intended for use 
by children present a mechanical hazard 
within the meaning of section 2<s) of 
the act because in normal use, or when 
subjected to reasonably foreseeable dam¬ 
age or abuse, the design or manufacture 
presents an unreasonable risk of personal 
injury or illnesses: 

• • • * • 

<16> Any toy or other article intended 
for use by children not over 96 months 
of age (1) that has a sharp edge as deter¬ 
mined pursuant to l 1500.47(d) or (ii) 
that has an accessible component that 
has such a sharp edge or (ill) that has 
such a sharp edge resulting from tests 
prescribed by fiS 1500.51. 1500.52, or 1500. 
53. Toys such as toy scissors that (iv) by 
reason of their functional purpose neces¬ 
sarily present the hazard of sharp edges 
unci (v) do not have any non factional 
sharp edges are exempt from this para¬ 
graph (a) (16) provided that the toy is 
identified at time of sale as having func¬ 
tional sharp edges. Other articles in¬ 
tended for use by children such as knives 
that (vl> by reason of their functional 
purpose necessarily present the hazard of 
sharp edges and (vli) do not have any 
nonfunctional sharp edges are exempt 
from this paragraph (a>(16>. 


2. Section 1500.47 is added as follows: 

§ 1500.47 Tc*t mrtliod for determining 
ii tluirp rdjjc hi toy* and oilirr nrlielc* 
intended for um* by rliildren ml o%cr 
96 months of age. 

(a> Objective . The sharp edge test 
prescribed by paragraph (d) of this sec¬ 
tion. or any device utilizing the same 
reference dimensions and yielding pre¬ 
cisely equivalent results, will determine 
whether or not edges on toys and other 


articles intended for use by children not 
over 96 months of age. and edges exposed 
in normal use or as a result of reasonably 
foreseeable damage or abuse of such toys 
and articles, present an unreasonable 
risk of Injury by laceration and other 
similar wounds. The test methods speci¬ 
fied in IS 1500.51.1500.52. and 1500.53 arc 
designed to expose potential hazards that 
would result from such normal use or 
reasonably foreseeable damage or abuse. 

(b> Application . The sharp edge test 
of paragraph (d) of this section shall 
be applied to a toy or other article In¬ 
tended for use by children not over 96 
months of age if its design or construc¬ 
tion could present an unreasonable risk 
of injury by laceration and other similar 
wounds. The sharp edge test shall be 
applied to the sample before and after 
subjecting the sample to the appropriate 
tests of IS 1500.51, 1500.52. and 1500.53. 

(c) Accessibility. Any edge that can 
be contacted by a child in normal use 
or after reasonably foreseeable damage 
or abuse of the toy shall be subject to the 
sharp edge test of paragraph (d) of this 
section. Edges that are accessible 
through an opening large enough to pass 
a 1.00-inch (25.4-millimeter) diameter 
cylinder shall be considered accessible 
to a child and shall be subjected to the 
sharp edge test. Edges accessible through 
an opening having smaller dimensions 
shall be tested for accessibility by use 
of the probe shown in figure 1 of this 
section. The probe shall be used by in¬ 
serting the tapered end into the opening. 
The knuckle joints of the probe can be 
rotated up to 90" from the center line 
and are designed to simulate knuckle 
movement. Any edge that can be con¬ 
tacted by the portion of the probe for¬ 
ward of the collar is subject to the sharp 
edge test. 

(d) Sharp edge test. (1) Part of the 
toy may be removed to allow the sharp 
edge testing device to test an edge that 
is reached by the probe. Such disman¬ 
tling of the toy may affect the rigidity of 
the edge in question. The sharp edge 
test shall be performed with the edge 
supported so that its stiffness approxi¬ 
mates the edge stiffness in the assembled 
toy. 

(2) The sharp edge test shall be done 
with a mandrel that is wrapped with one 
layer of tape, as specified in paragraph 
(e> (3) and ’(4) of this section, for a 
full circumference and a width neces¬ 
sary to give sufficient area for the test. 
The mandrel shall be so placed that its 
axis is at 90*±5* to the line of a 
straight edge, or 90 * ±5* to a tangent at 
the test point of a curved edge, and the 
tape is at the point of contact when the 
mandrel Is rotated. 

(3) The edge shall be fixed so that it 
does not bend or move when the force 
of the mandrel is applied. To do this, 
the edge may be supported not closer 
to the edge than 0.50 inch (12.7 milli¬ 
meters). No relative motion between the 
mandrel and the edge shall occur other 
than the rotation of the mandrel. A 
force of no greater than 3.8 pounds (16.9 
newtons) shall be applied by pressing 
the mandrel against the edge and the 
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mandrel shall be rotated 360* about 
its axis. IX this procedure causes the edge 
to bend, the maximum force that will not 
cause the edge to bend shall be used in 
the test. 

(4) The tape shall be removed from 
the mandrel without enlarging any cut in 
the tape or causing any score in the tape 
to become a cut. The edge shall be 
judged to be sharp it it completely cuts 
the tape at any location along the center 
75 per cent of the line of contact. 

(e> Specifications. The following spe¬ 
cifications shall apply to the sharp edge 
test of paragraph (d) of this section: 

(1) The rotation of the mandrel shall 
produce a constant tangential velocity of 
1.00±0.08 inch per second <25.4±2.0 
millimeters per second) during the center 
75 per cent of its rotation and shall have 
a smooth start and stop. 

(2) The mandrel shall be made of 
steel. The test surface of the mandrel 
shall be free of scratches, nicks, or burrs 
and shall have a surface roughness no 
greater than 16 microinches <0.40 
micron). The test surface shall have a 
hardness no less than 40 as measured on 
the Rockwell M C" scale, as determined 
pursuant to ASTM E 18-67 entitled 
“Standard Methods of Test for Rockwell 
Hardness and Rockwell Superficial 
Hardness of Metallic Materials," dated 
March 6, 1967/ The diameter of the 
mandrel shall be 0.375±0.0005 Inch 
<9.35±0.12 millimeters). The mandrel 
shall be of suitable length to carry out 
the test. 

(3) The tape shall be adhesive-backed 
polytetrafluoroethylene The thickness 
of the polytetrafluoroethylene shall be 
between 0.003 Inch <0.08 mMlmeter)tind 
0.004 inch (0.10 millimeter). The thick¬ 
ness or the adhesive shall be between 
0.001 inch (0.03 millimeter) and 0.003 
inch <0.08 millimeter). 

(4) The tape must be qualified for use 
by correctly discriminating between two 


1 Coplot ar all Able from American National 
Standard;* Inatltut*. 1430 Broadway, Now 
York. NY. 10018 (ANSI Reference No. 
Z115.8-1967). Filed as part of original docu¬ 
ment. 


standard shaped edges. The qualification 
procedure in this subparagraph shall be 
performed on each section of tape no 
greater than 20 inches <50 centimeters in 
length within 4 hours prior to conducting 
the sharp edge test of paragraph <d) of 
this section. The tape, when used ac¬ 
cording to the sharp edge tcSt procedure, 
shall classify edges I and II (described 
below) as sharp and not sharp, respec¬ 
tively. Edges I and n shall be made from 
tool steel and oil hardened to a hardness 
between 58 and 62 on the Rockwell “C M 
scale (see paragraph (c) <2> of this sec¬ 
tion) . The two surfaces that Intersect to 
define the edge slmll have an included 
angle of 90’ and a surface roughness no 
greater than 8 microinches (0.20 micron). 
Edges I and n shall have radii of 
0.002±0,0005 inch <0.05 ±0.012 millime¬ 
ter) and 0.010±0.0005 inch <0.25±0.012 
millimeter), respectively. 

(5) The tests prescribed by this sec¬ 
tion shall be conducted at an ambient 
temperature between 60* F (15.6* C) 
and 80* F <26.7* C). 


(6) For purposes of compliance with 
the test method prescribed by this sec¬ 
tion. the English figures shall be used 
The metric approximations are provided 
in parentheses for convenience and in¬ 
formation only. 

Interested persons are invited to sub¬ 
mit. on or before March 10. 1975. written 
comments regarding this proposal. Com¬ 
ments and any accompanying data or 
material should be submitted, preferably 
in five copies, addressed to the Secretary, 
Consumer Product Safety Commission. 
Washington, D.C. 20207. Comments may 
be accompanied by a memorandum or 
brief in support thereof. Received com¬ 
ments may be seen in the Office of the 
Secretary. 10th floor, 1750 K Street NW., 
Washington, D.C., during working hours 
Monday through Friday. 

Dated: December 30.1974. 

Saots E. Dunn. 

Secretary . Consumer Product 

Safety Commission. 
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[ 16 CFR Part 1500 ] 

TOYS AND OTHER CHILDREN'S ARTICLES 

PRESENTING PUNCTURE OR LACERA¬ 
TION INJURY HAZARDS DUE TO SHARP 

POINTS 

Proposed Banning 

The purpose of this document Is to pro¬ 
pose regulations (16 CFR 1500.18(a) (17) 
and 1500.48 > that will determine whether 
toys and other articles intended for use 
by children 8 years of age or less present 
an unreasonable risk of personal injury 
from puncture or laceration hazards due 
to sharp points and to ban such toys. 

Section 2(f)(1)(D) of the Federal 
Hazardous Substances Act <15 U.8.C. 
1261) defines as a hazardous substance 
any top or other article intended for use 
by clUldrcn. which is determined by 
regulation, in accordance with section 
3(e)(1) of the act <15 UB.C. 1262). to 
present a mechanical hazard as defined 
by section 2<s> of the act. Section 2 (q> 
(1) (A) provides that such a top or article 
is a banned hazardous substance. 

Existing regulations under 16 CFR 
1500.18(a)(1). (2>. and iZt ban certain 
toys that have the potential for causing 
lacerations, puncture wound injury, as¬ 
piration. ingestion or other injury. The 
Commission will be issuing a series of 
more specific regulations such as the 
sharp point regulation proposed herein. 
It Is anticipated that, when finalized, 
these new regulations will supersede 
{$ 1500 18(a)(1). (2).and (3). 

Injury Data 

Injury data from the Commission's Na¬ 
tional Electronic Injury Surveillance Sys¬ 
tem (NEISS) indicate that a significant 
number of children have required hospi¬ 
tal emergency room treatment for lacer¬ 
ation and puncture wounds caused by 
sharp points and sharp edges presented 
by toys. NEISS comprises approximately 
two percent of the nation’s hospital 
emergency rooms. During 1973, NEISS 
reported 1.853 lacerations and punctures 
occurring to children under ten years of 
age. This figure represents 54 percent of 
all NEISS-reported toy injuries to chil¬ 
dren in this age group. A review of in- 
depth investigations of a sample of these 
1.853 reported injuries discloses the role 
of sharp points and sharp edges in caus¬ 
ing lacerations and punctures. This pro¬ 
posed regulation deals with sharp 
points; a companion proposal deals with 
sharp edges. 

The injury reports, their sources, and 
the Bureau of Epidemiology's analysis of 
injuries related to sharp points on toys 
may be seen in the Office of the Secre¬ 
tary. CPSC, 10th floor. 1750 K Street NW.. 
Washingon. D.C.. during working hours 
Monday through Friday. 

The injury patterns indicate to the 
Commission that many children's articles 
have sharp points due to poor design or 
because of excessive tolerances In the 
manufacturing equipment. Some of these 
articles may not be so hazardous for 
older children. The possibility of punc¬ 
ture wounds and laceration injuries in¬ 
creases significantly, however, when 
sharp points are present on articles in¬ 


tended for use by younger children and 
when sharp points on such articles ap¬ 
pear during normal use or result from 
reasonably foreseeable damage or abuse. 

NBS Report 

Tills proposal Is based in part on re¬ 
search summarized in a National Bureau 
of Standards* report entitled "The Skin 
Puncture Potential of Points Associated 
with Certain Toys,” dated April 27. 1972. 
The report may bee seen In the Office of 
the Secretary. CPSC, 10th floor, 1750 K 
8trect, NW., Washington, D.C., during 
working hours Monday through Friday. 

The report sets forth a test method for 
and the results of testing assorted point 
configurations for ability to puncture 
skin, recommends a maximum level of 
sharpness for casual handling conditions, 
and describes a test device (sharp point 
tester) capable of distinguishing between 
sharp and dull points. 

The sharp point tester In the NBS re¬ 
port ^substantially the same as the de¬ 
vice shown in figure 2 of proposed 16 
CFR 1500.48 below) wax designed to dis¬ 
criminate between sharp and dull points 
with a recommended maximum level of 
sharpness. The level of allowable sharp¬ 
ness is based on casual handling condi¬ 
tions for the article. 

Developing a device for judging point 
sharpness required that the limit of al¬ 
lowable sharpness be determined for 
points on articles that children would 
contact under casual handling condi¬ 
tions. Casual handling conditions cover 
the range of activity associated with un¬ 
packing. handling, operating, and play¬ 
ing with toys. Including foreseeable mis¬ 
use And types of play not Intended by the 
manufacturer. Such foreseeable misuse 
does not Include throwing or swinging 
the articles at high velocities. 

In determining the limit on sharpness, 
data from three sources were considered: 

1. Subjective evaluation by 50 men and 
50 women (nonphysicians) of the sharp¬ 
ness of points for children's articles. Each 
point was rated as either too sharp, 
intermediate, or sufficiently dull. 

2. Subjective evaluation by 37 physi¬ 
cians of points for children's articles in¬ 
tended for casual handling use. Each 
point was rated as acceptable or unac¬ 
ceptable. 

3. Actual skin puncture tests with 
points of various configurations. 

The results of the two groups, non¬ 
physicians and physicians, indicate a 
similar consideration of sharpness over 
a range of points. 

The skin puncture tests were made on 
both human and pig skin samples. These 
tests were done to determine what com¬ 
binations of point configuration and 
force are necessary to cause punctures 
that penetrate the epidermis and dermis 
but barely enter the subdermis. Curves 
were plotted to show force as a function 
of tip radius for both pig and human 
skin. 

Sharp Point Tester 

Using said criteria of the geometry on 
sharp points, the National Bureau of 
Standards developed the above-men¬ 
tioned sharp point tester as an ins pec- 
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tlon tool. Sharp points on toys do not 
necessarily conform to a conical shape, so 
the Inspection tool was made to be capa¬ 
ble of judging an Infinite number of pos¬ 
sibilities of point geometry. This was done 
with Judgment of a point based upon the 
penetration into a slot of specified width. 

The dimensions found best to fit the 
curves for the criterion of a sharp point 
are a slot width of 0 040 Inch <1.02 milli¬ 
meters) and a penetration depth of 0.020 
inch (0.51 millimeter). To penetrate skin, 
a point must maintain a sharp shape 
while applying force to the skin. For this 
reason a force factor was included in the 
penetration criteria of the testing device. 

One other factor needed was the di¬ 
mension for the length of the slot. At 
some stage, an irregularly shaped point 
(other than the conical shape) with suf¬ 
ficient length can be considered an edge 
rather than a point, and the inspection 
device had to be designed to make this 
distinction. The conclusion was that a 
reasonable transition is at an Included 
angle of 120 degrees; that is, If two edges 
of a piece of sheet metal are such that 
they meet at an Included angle of 120 de¬ 
grees. the resulting configuration stands 
at the transition between a point and an 
edge. Using this and the penetration 
depth of 0.020 inch (0.51 millimeter), the 
slot length was set at 0.070 inch (1.78 
millimeters). 

Accordingly, the operation of the sharp 
point testing device is based on admit¬ 
ting a sharp point through a rectangular 
slot measuring 0.040 inch <1.02 milli¬ 
meters) by 0.070 inch (1.78 millimeters). 
As the point penetrates to 0.015 Inch 
<0.38 millimeter>, it contacts a pressure 
plate. Further penetration requires mov¬ 
ing the plate against a 0.5-pound <2.2- 
newton) force. If the point is able to 
move the plate 0.005 inch (0.13 milli¬ 
meter ), thereby giving a total point 
penetration of 0.020 inch (0.51 milli¬ 
meter) , electrical contact is made to light 
a bulb indicating the point is sharp. The 
key parameters of this test are the slot 
dimensions, the penetration depth, and 
the level of force resisting the movement 
of the point. 

Articulated Probe 

A sharp point must be accessible to 
present a hazard; therefore, only toys 
that meet defined accessibility criteria 
are subject to the sharp point test. A 
three-knuckle probe designed by Under¬ 
writers Laboratories, Inc, (shown in fig¬ 
ure 1 of proposed 16 CFR 1500.48 below) 
simulates the pentration of a finger into 
a small slot or hole. The dimensions for 
the probe arc based on the depth of 
penetration of fingers into slots and holes 
having respective widths and diameters 
ranging from 0.125 Inch (3.18 milli¬ 
meters) to 1.0 Inch (25.4 millimeters). 
The data were taken from a study of 
the finger penetration capacity of 100 
men. 100 women, and 100 children. The 
dimensions used to construct the probe 
are set such that no more than five per 
cent of the group with the greatest finger 
penetration (women) could reach into 
the slots and holes to a length greater 
than that of the probe. 
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Use and Abuse Tests 

Many toys for younger children do not 
present sharp point hazards until the 
toy Is broken, dismembered, or disas¬ 
sembled by the child through use or 
abuse. For this reason, the regulations 
proposed below require appropriate arti¬ 
cles to be subjected to use and abuse test 
procedures prescribed by 16 CFR 1500.50 
through 1500.53 (promulgated elsewhere 
in this issue of the Federal Register (40 
FR 1480)). 

Those procedures simulate the use and 
abuse of toys, games, and other articles 
intended for children in three age groups 
<18 months or less, over 18 but not over 
36 months, and over 36 but not over 96 
months). 

The regulations proposed below pre¬ 
scribe testing for sharp points before and 
after application of the appropriate use 
and abuse tests. 

Proposal 

Therefore, the Commission proposes 
to ban by regulation articles intended for 
use by children not over 96 months of 
age that have nonfunctional sharp points 
and or contain sharp points that become 
accessible in normal use or after reason¬ 
ably foreseeable damage or abuse be¬ 
cause the mechanical hazards associated 
‘with the design and manufacture of 
such articles present an unreasonable risk 
of personal injury to young children 
from punctures and lacerations. Further, 
the Commission proposes to exempt from 
such banning toys with sharp points that 
perform an operational function, such 
as needles for toy sewing machines, pro¬ 
vided that such items are identified as 
specified in paragraph <a> (17) and other 
articles with sharp points that perform 
an operational function, such as tips on 
writing instruments. It is contemplated 
that the effective date will be 180 days 
after publication of the final regulation 
in the Federal Reclster. 

Throughout the regulation English fig¬ 
ures are followed by their metric ap¬ 
proximations. For purposes of compli¬ 
ance with the regulation, the English 
figures shall be used. The metric approxi¬ 
mations are included for convenience 
and information only. 

Accordingly, pursuant to provisions of 
the Federal Hazardous Substances Act 
(sees. 2(f)(1)(D). <q) (1) (A), <s>. 3(e) 
<1). 74 Stat. 372, 374. 375. as amended 
80 Stat. 1304-05. 83 Stat. 187-89; 15 
U.8.C. 1261. 1262) and under authority 
vested in the Commission by the Con¬ 
sumer Product Safety Act 'Pub. L. 92- 
573. sec. 30(a). 86 Stat. 1231; 15 U.S.C. 
2079(a))* the Commission proposes to 
amend 16 CFR Part 1500 by adding a 
new paragraph (a) (17) to $ 1500.18 and 
by adding a new $ 1500.48. as follows: 

1. Section 1500.18 is amended by add¬ 
ing paragraph <a) (17) as follows: 

§ 1500.1A llannrd In** anil ollirr l>;i tin rd 
article* intended for u*r by children. 

<a> Toys and other children's articles 
presenting mechanical hazards. Under 
the authority of section 2(f)(1)(D) of 
the act and pursuant to provisions of 
section 3(e) of the act. the Commission 
has determined that the following types 
of toys or other articles intended for use 


by children present a mechanical hazard 
within the meaning of section JUa) of the 
act because in normal use, or when sub¬ 
jected to reasonably foreseeable damage 
or abuse, the design or manufacture pre¬ 
sents an unreasonable risk of personal 
injury or illness: 


(17) Any toy or other article intended 
for use by children not over 96 months 
of age (I) that has a sharp point as de¬ 
termined pursuant to i 1500.48 or <U> 
that has an accessible component that 
has such a sharp point or <lii> that has 
such a sharp point resulting from tests 
prescribed by H 1500.51, 1500.52. and 
1500.53 (use and abuse test procedures). 
Toys such as toy sewing machines that 
(iv> by reason of their functional pur¬ 
pose necessarily present the hazard of 
sharp points and <v) do not have any 
nonfunctional sharp points are exempt 
from this paragraph (a) (17) provided 
that the toy is Identified at time of sale 
as having functional sharp points. Other 
articles Intended for use by children such 
os writing Instruments that (vi) by rea¬ 
son of their functional purpose neces¬ 
sarily present the hazard of sharp points 
and (vii) do not have any nonfunctional 
sharp points are exempt from this para¬ 
graph (a)(17). 

• • • • • 

2. Section 1500.48 is added as follows: 

§ 15(H). IA Tot nirihocl for drier mining 
n dtnrp point in tor* and other ar¬ 
ticle* intended for tt*e by eliildren not 
over 96 month* of age. 

(a) Objective . The sharp point test 
prescribed by paragraph (d) of this sec¬ 
tion will determine whether or not points 
on toys and other articles intended for 
use by children not over 96 months of 
age, and points exposed in normal use or 
as a result of reasonably foreseeable 
damage or abuse of such toys and arti¬ 
cles. present an unreasonable risk of in¬ 
jury by puncture or laceration. The test 
methods specified in &§ 1500.51. 150052. 
and 1500.53 are designed to expose poten¬ 
tial hazards that would result from such 
normal use of reasonably foreseeable 
damage or abuse. 

(b> Application —<i) General. The 
sharp point test of paragraph (d) of this 
section shall be applied to a toy or 
other article intended for use by children 
not over 96 montlis of age If its design or 
construction could present an unreason¬ 
able risk of injury by puncture or lacer¬ 
ation. The sharp point test shall be ap¬ 
plied to the sample before and after 
subjecting the sample to the appropriate 
tests of 55 1500.51. 1500.52. and 1500.53. 

(2) Testing of wires. Wires with po¬ 
tentially sharp points shall be tested by 
rigidly fastening the wire in a vise at 
a location of 0.25 inch (6.4 millimeters) 
along the wire from the point being sub¬ 
jected to the sharp point test. 

<c) Accessibility. Any point that can 
be contacted by a child In normal use 
or after reasonably foreseeable damage 
or abuse of the toy shall be subject to 
the sharp point test of paragraph <d> 
of this section. Points that can be con¬ 
tacted through an opening large enough 
to pass a 1.00-inch <25.4-millimeter) 
diameter cylinder shall be considered ac¬ 


cessible to a child and shall be subjected 
to the sharp point test. Points accessible 
through an opening having smaller di¬ 
mensions shall be tested for accessibility 
by use of the probe shown in figure 1 of 
this section. The probe shall be used by 
inserting the tapered end into the open¬ 
ing. The knuckle joints of the probe can 
be rotated up to 90 degrees from the cen¬ 
ter line and are designed to simulate 
knuckle movement. Any point that can 
be contacted by the portion of the probe 
forward of the collar shall be subject to 
the sharp point test. 

(d> Sharp point test —(1) Principle of 
operation. The sharp point tester shown 
in figure 2 of this section, or any device 
utilizing the same reference dimensions 
and yielding precisely equivalent results, 
shall determine a sharp point. The prin¬ 
ciple of operation is as follows: A rec¬ 
tangular opening measuring 0.040^0.001 
Inch (1.02±0.02 millimeters) wide by 
0.070± 0.001 inch (1.78^0.02 millimeters) 
long in the end of the slotted cap estab¬ 
lishes two reference dimensions. Depth 
of penetration of the test point deter¬ 
mines sharpness. If the test point pene¬ 
trates the slotted cap a distance of 
0.020 ±0.001 inch (0.51±0.02 millimeter) 
or more and maintains its original shape 
while under a force of at least 0.5 pound 
(2.2 newtons), the point shall be classi¬ 
fied as sharp. 

(2) Procedure. (1) The toy to be tested 
shall be held In a manner so that the 
point does not move during the test. In 
most cases, it will not be necessary to 
support the point directly; however, if 
this is done, support shall not be given 
closer than 0.25 inch (6.4 millimeters) 
from the point. 

<il> Part of the toy may need to be 
removed to allow the sharp point testing 
device to test a point that is reached by 
the probe. Such dismantling of the toy 
could affect the rigidity of the point in 
question. The sharp point test shall be 
done with the point supported so that 
its stiffness approximates the point stiff¬ 
ness in the assembled toy, except as pro¬ 
vided by paragraph (b)(2) of this sec¬ 
tion. 

<tii) The components for adjusting 
and operating the sharp point tester are 
shown in figure 2 of this section. Hold 
the sharp point tester and loosen the 
lockring by rotating it so thal it moves 
toward the indicator lamp assembly a 
sufficient distance to expose the calibra¬ 
tion reference mark on the barrel Rotate 
the gaging cap clockwise until the indi¬ 
cator lamp lights. Rotate the cap coun¬ 
terclockwise until an equivalent of five 
divisions (the distance between the short 
lines on the cap) have passed the cali¬ 
bration reference mark. Lock the gaging 
cap in this position by rotating the lock- 
ring until it fits firmly against the cap. 
Insert the point, in a direction judged 
to be most rigid for the point, into the 
cap slot and use a force sufficient to de¬ 
press the spring as far as possible with¬ 
out shaving the point on the edges of 
the slot or extruding the point through 
the slot. A red glowing light indicates 
that the point is sharp. 

(e> For purposes of compliance with 
the test method prescribed by this sec¬ 
tion, the English figures shall be used. 
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The metric approximations arc provided 
In parentheses for convenience and In¬ 
formation only. 

Interested persons are Invited to sub¬ 
mit. on or before March 10. 1075. written 
comments regarding this proposal. Com¬ 
ments and any accompanying data or 
material should be submitted, preferably 
in five copies, addressed to the Secretary. 
Consumer Product Safety Commission. 
Washington. D.C. 20207. Comments may 


[16CFH Parts 1500. 1512] 

BICYCLE BANNING AND SAFETY 
REGULATIONS 

Proposed Amendments and Effective Date 
The purpose of this document is to pro¬ 
pose an effective date for the bicycle ban¬ 
ning and safety regulations (16 CFR 


be accompanied by a memorandum or 
brief in support thereof. Received com¬ 
ments may be seen In the Office of the 
Secretary. 10th floor. 1750 K Street NW.. 
Washington. D.C., during working hours 
Monday through Friday. 

Dated: December 30. 1974. 

Sadye E. Dunn. 

Secretary, Consumer Product 

Safety Commission. 


1500.18(a) (12) and 16 CFR Part 1512) 
and to propose amendments concerning 
the crank differential of bicycles equipped 
with foothrakes, the handlebar stem-to- 
fork clamp test, chain guards, and in¬ 
structions and labeling. The proposed ef¬ 
fective date is May 7.1975. All interested 
parties are Invited to submit written 


comments on the proposed effective date 
and the proposed amendments In accord¬ 
ance with the last paragraph of this 
document 

Background 

The bicycle banning and safety regula¬ 
tions were proposed by the Commissioner 
of Pood and Drugs in the Federal Regis¬ 
ter of May 10. 1973 (38 FR 12300). under 
provisions of the Federal Hazardous Sub¬ 
stances Act (15 U.S.C. 1261 et seq.) and 
a delegation of authority from the Secre¬ 
tary of Health. Education, and Welfare 
(21 CFR 2.120). 

On May 14. 1973. the authority to is¬ 
sue regulations under the Federal Haz¬ 
ardous Substances Act was transferred to 
the Consumer Product Safety Commis¬ 
sion by section 30(a) of the Consumer 
Product Safety Act (86 StaL 1231; 15 
UB.C. 2079(a)). 

In the Federal Register of July 16. 
1974 <39 FR 26100). the Commission 
promulgated 16 CFR Part 1512. a regula¬ 
tion prescribing safety requirements for 
bicycles, and 16 CFR 1500.18(a) (12). a 
regulation classifying any bicycle intro¬ 
duced into interstate commerce after 
January 1. 1975, that does not meet the 
requirements of 16 CFR Part 1512 as a 
banned toy or article Intended for use by 
children. 

Introduction or receipt in interstate 
commerce of any banned toy or article 
intended for use by children is prohibited 
by section 4 of the Federal Hazardous 
Substances Act (15 U.S.C. 1263 > and is 
made punishable by fine or Imprisonment 
or both by section 5 of the act (15 U6.C. 
1264). Additionally, section 6 of the act 
(15 U.8.C. 1265) authorized seizure of any 
such toy or article Introduced into inter¬ 
state commerce, and section 15 of the act 
(15 U.S.C. 1274) and a regulation pro¬ 
mulgated thereunder (16 CFR 1500.202) 
require repurchase of any banned toy or 
other article Intended for use by children 
that Is Introduced into interestate com¬ 
merce. 

Reaction To Promulgation 

After promulgation of the bicycle 
regulations on July 16. 1974. the Com¬ 
mission received more than 50 written 
communications thereon. Several of 
these objected to various provisions of 
the regulations and requested a public 
hearing under 16 CFR 1500.201. After 
consideration of these communications, 
the Commission concluded that 16 CFR 
1500.201 was not applicable to the bicycle 
regulations and that it would treat these 
communications as petitions to amend 
the regulations. Although the Commis¬ 
sion determined that a public hearing In 
accordance with 16 CFR 1500.201 was not 
required, it directed its staff to conduct 
a public meeting with all interested par¬ 
ties to receive information relevant to 
the petitions for amendment of the 
regulations. 

After notice of the meeting was pub¬ 
lished In the Federal Register on Sep¬ 
tember 3. 1974 (39 FR 31943). member of 
the Commission staff met with interested 
parties on September 9 and 10, 1974. 
Copies of all petitions concerning the 
bicycle regulations received after July 16. 
1974 and a transcript of the presenta¬ 
tions made at the public meeting are 
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Available for inspection in the Office of 
the Secretary. 10th floor, 1750 K Street, 
NW. Washington. D C. 

Effective Date 

Several petitioners .state that the 
regulations' effective date «January 1. 
1975) will not allow adequate time for 
redesign, retooling, testing, production, 
and shipment of complying components 
and bicycles, and request extension of the 
effective date to July 1, 1975. After con¬ 
sidering the matters stated in the peti¬ 
tions and at the public meeting, the 
Commission concludes that the effective 
date of January 1, 1975, would impose 
an unreasonable burden on domestic And 
foreign manufacturers. In a document 
published in the Federal Register of De¬ 
cember 16. 1974 <39 FR 43536 •. the Com¬ 
mission has sirs pended the effective date 
of the bicycle banning and safety regu¬ 
lations until further notice. 

In the interest of protecting the pub¬ 
lic from unreasonable risks of injury as¬ 
sociated with bicyclee, the Commission 
desires to make the regulations effective 
on the earliest date practicable. 

Accordingly, the Commission < 1) pro¬ 
poses by May 7. 1975 a document in the 
Federal Register acting on this pro¬ 
posal as the effective date for the regu¬ 
lations; and <2) proposes to amend 16 
CPR 1500.16,(8 )(12) to make the pro¬ 
visions of 16 CFR Part 1512 applicable to 
bicycles introduced into interstate com¬ 
merce on or after the new effective date. 

Bicycle Identification 

To facilitate enforcement of the bicycle 
safety regulations, the Commission pro¬ 
poses to amend 16 CFR 1512.19 by adding 
paragraph (e) to require that bicycles 
subject to the regulations bear a per¬ 
manent marking on the bike frame from 
which It shall be possible for the manu¬ 
facturer to specify the month and year 
of manufacture or for a private labeler to 
identify the manufacturer and the month 
and year of manufacture. The date of 
manufacture is defined In the proposal as 
the completion by the manufacturer of 
those construction and assembly opera¬ 
tions that are performed by the manu¬ 
facturer before the bicycle is shipped for 
sale to distributors, retailers, or con¬ 
sumers. 

The Commission anticipates that In 
the future the regulations may be 
amended by rulemaking to change exist¬ 
ing requirements or to add new ones. 
Bicycles introduced into interstate com¬ 
merce after the effective date of any 
such future amendment would be subject 
to the requirements Imposed by that 
amendment. The purpose of proposed 
$ 1512.19(e), which requires a means of 
Identifying the month and year of manu¬ 
facture. is so that the Commission, man¬ 
ufacturers. and private labelers con 
ascertain quickly the requirements which 
were in effect at the time any given 
bicycle was manufactured. 

Compliance Labeling 

In the Federal Register of July 16, 
1974 <30 FR 26113) . the Commission pro¬ 
posed to amend 16 CFR 1512.19 by adding 
paragraph <d) to require nonpermanent 
labeling of bicycles subject to the pro¬ 
visions of 16 CFR Part 1512 to indicate 


compliance with all applicable Commis¬ 
sion regulations. While the Commission 
has not yet taken final action on pro¬ 
posed f 1512.19(d). the Commission con¬ 
templates that the requirements of pro¬ 
posed § 1512.19(e) below would be in ad¬ 
dition to. rather than in lieu of. any 
requirements of proposed 11512.19(d) 
that may be adopted. Persons wishing 
to supplement comments previously sub¬ 
mitted concerning proposed paragraph 
(d), or submit new comments, may do 
so during the comment period specified 
herein. 

Footbrake Crank Differential 

Many of the petitions and oral presen¬ 
tations at the public meeting also con¬ 
tain objections to various requirements 
of the regulations. Several petitioners 
object to the provisions in * 1512.5<c) (3) 
requiring that a torque of 13.6 N-m <10 
ft-lb) be applied to the crank in both 
the drive and braking positions when 
measuring the crank differential of bi¬ 
cycles equipped with footbrakes. These 
petitioners state that no torque was spec¬ 
ified in the original proposed regulations 
and that Interested parties were not 
given an opportunity to comment on the 
requirement for application of 13.6 N-m 
(10 ft-lb) torque in each position. 

The Co mmis sion proposes below to 
amend 16 CFR 1512.5(c)(3) to require 
that the differential angle between the 
drive and brake positions of the crank 
not exceed 60 degrees and be measured 
with the crank held against each posi¬ 
tion under a torque of 13.6 N-m (10 ft- 
lb). This requirement is substantially 
the same as that of 16 CFR 1512.5(c) (3) 
promulgated July 16. 1974, and is pro¬ 
posed below to provide opportunity for 
comment by interested parties. 

Chain Guards 

Several petitioners object to the pro¬ 
visions of i 1512.9(a) requiring that the 
chain guard be capable of preventing a 
rod of a specified size from becoming 
entrapped between the upper junction of 
the drive chain and the drive sprocket 
when the rod is introduced in any direc¬ 
tion within 45 degrees from a line per¬ 
pendicular to the drive sprocket from 
the side of the bicycle on which the drive 
chain Is located. These petitioners state 
that such a requirement was not present 
In the regulation proposed on May 10, 
1973, that no opportunity was given to 
Interested parties to comment on the 
requirements for chain guards in the 
promulgated regulation. 

Some of these petitioners also object 
to the provision In I 1512.9(a) imposing 
the requirement for a chain guard on 
those bicycles having a single sprocket 
ratio that cannot be freewheeled in a di¬ 
rection opposite to the drive direction. 
These petitioners state that almost all bi¬ 
cycles that have a single drive sprocket 
< including those not equipped with 
coaster brakes that can be pedaled in a 
direction opposite to the drive direction) 
do not have any mechanism that will 
relieve tension on the drive chain to pre¬ 
vent injury should a part of the rider's 
body or clothing become entrapped be¬ 
tween the drive chain and the drive 
sprocket. These petitioners allege that 


said provision of 11512.9(a) would per¬ 
mit a large number of three-speed and 
five-speed bicycles not equipi>cd with 
coaster brakes to be manufactured with¬ 
out chain guards and would therefore in¬ 
crease. rather than reduce, unreasonable 
risks of injury associated with bicycles. 

The Commission proposes below to 
amend section 1512.9<a) to require bi¬ 
cycles with a single drive sprocket to 
have a chain guard. This would make the 
requirement for a chain guard applica¬ 
ble to all bicycles with a single drive 
sprocket, rather than limit the require¬ 
ment to bicycles with a single drive 
sprocket that cannot be pedaled in a di¬ 
rection opposite to the drive direction as 
prescribed by $ 1512.9(a) promulgated 
July 16, 1974. 

The proposed amendment below speci¬ 
fies that the chain guard shall cover the 
top strand of the drive chain and at 
least 50 percent of the perimeter where 
the drive chain contacts the drive 
sprocket. The Commission Intended to in¬ 
clude this requirement in the regula¬ 
tions promulgated July 16, 1974; how¬ 
ever, inadvertently, f 1512.9(a) re¬ 
quired only that the upper junction 
of the drive chain and drive sprocket be 
guarded. The requirement that the chain 
guard cover the top strand of the drive 
chain has been added to reduce the risk 
of injury that could result If a part of 
the rider’s body or clothing became en¬ 
trapped between the drive chain and the 
rear-most part of the chain guard or 
were carried into the Junction of the 
chain and drive sprocket by the forward 
movement of the chain when the bicycle 
is pedaled in the drive direction. The re¬ 
quirement that the chain guard cover at 
least 50 percent of the perimeter where 
the drive chain contacts the drive 
sprocket has been added to prevent 
clothing from becoming entrapped be¬ 
tween the drive chain and the front-most 
part of the chain guard when the pedals 
are turned in a direction opposite to the 
drive direction, and thus prevent injury 
to the rider. 

The requirement that the chain guard 
be capable of preventing a rod with a di¬ 
ameter of 9.4 mm <% In.) and a length 
76 mm (3.0 in.) from becoming entrap¬ 
ped between the upper junction of the 
chain and the drive sprocket is the same 
in the proposed amendment below as that 
in the regulation promulgated July 16. 
1974. 

Handlebar 8tem-to-Fork Clamf 

Several petitioners state that the re¬ 
quirements of 11512.18(h)(1) that the 
handlebar stem-to-fork clamp of a bi¬ 
cycle withstand a torque of 67.5 N-m <50 
ft-lb > and that the handlebar stem-to- 
fork clamp of a sidewalk bicycle with¬ 
stand a torque of 47.2 N-m <35 ft-lb) 
are substantially changed from the re¬ 
quirements of the original proposed reg¬ 
ulation, which required that the 
handlebar stem-to-fork clamp of a bi¬ 
cycle withstand a torque of 47.2 N-m (35 
ft-lb) and the handlebar stem-to-fork 
clamp of a sidewalk bicycle withstand a 
torque of 20.4 N-m (15 ft-lb). These 
comments object to the absence of any 
opportunity to comment on the increased 
torque values specified in the promul- 
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gated regulation. Many of these peti¬ 
tioners also express the opinion that the 
torque values specified In the regulations 
promulgated July 16. 1974. are excessive 
and impracticable. 

Following publication of the proposed 
regulations on May 10, 1973. the Com¬ 
mission received reports of accidents 
that resulted after bicycle handlebar 
stem-to-fork assemblies had been dam¬ 
aged by overtightening of the stem bolts. 
In an effort to provide a margin of safety 
against such accidents, the Commission 
increased the torque values to the levels 
specified in the regulations promulgated 
July 16.1974. 

After considering the objections to 
the increased torque values in the peti¬ 
tion and oral presentations at the pub¬ 
lic meeting, the Commission has con¬ 
cluded that a more direct approach to 
reducing the risk of injury to the bicycle 
rider presented by a damaged stem-to- 
fork assembly caused by overtightening 
the stem-bolt would be to require an ex¬ 
plicit warning in the instruction man¬ 
ual about the danger of damaging the 
stem-to-fork assembly and the risk of 
injury to the rider which can result 
from overtightening the stem-bolt, and 
a simple, clear and precise statement of 
the procedures to be followed to avoid 
damaging the stem-to-fork assembly 
when tightening the stem-bolt. 

Accordingly, the Commission pro¬ 
poses to amend I 1512.18(h) <1) to pro¬ 
vide that such a warning and directions 
must be Included In the Instruction 
manual. 

The Commission further proposes to 
amend 5 1512.18(h)(1) to require that 
the stem-to-fork clamp must be able to 
prevent movement when a torque of 47.2 
N-m (35 ft-lb) is applied about the stem 
axis of a bicycle or when a torque of 
20.4 N-m (15 ft-lb) is applied about the 
stem axis of a sidewalk bicycle. These 
are the torque values specified in the 
regulation proposed on May 10. 1973. 
Additionally, proposed 5 1512.18(h)(1) 
requires that after application of the 
specified torque, the handlebar stem-to- 
fork assembly shall be disassembled and 
its component parts shall be inspected for 
structural damage including cracking, 
splitting, excessive galling, gouging, 
scoring, bulging of the stem and fork 
structures, stripping of threads, and 
bearing damage. No visible signs of 
damage to the stem-to-fork assembly or 
any of its component parts may be 
present. 

Proposal 

Accordingly, pursuant to provisions of 
the Federal Hazardous Substances Act 
(secs. 2(f)(1)(D), (q) (1) (A), (s). 3(e) 
(1), 74 Stat. 372, 374. 375. as amended 80 
Stat. 1304-05, 83 8tat. 187-89; 15 U.8.C. 
1261. 1262) and under authority vested 
in the Commission by the Consumer 
Product Safety Act (Pub. L. 92-573. sec. 
30<a). 86 Stat. 1231; 15 U.S.C. 2079(a)), 
the Commission proposes to revise 16 
CFR 1500.18(a) (12) and 16 CFR 1512. 
6(e), 1512.9(a), and 1512.18(h)(1) and 
proposes to add 16 CFR 1512.19(e) as 


follows (although unchanged, the intro¬ 
ductory test of 16 CFR 1500.18(a) is in¬ 
cluded below for context and 16 CFR 
1512.5(c)(3) is included for comments): 

§ 1500.18 Banned toy* anti other banned 
article* intended for n*e by children. 

(a) Toys and other children's articles 
presenting mechanical hazards. Under 
the authority of section 2(f) (1HD) of 
the act and pursuant to provisions of 
section 3(e) of the act. the Commission 
has determined that the following types 
of toys or other articles intended for use 
by children present a mechanical hazard 
within the meaning of section 2(s) of 
the act because In normal use, or when 
subjected to reasonably foreseeable dam¬ 
age or abuse, the design or manufacture 
presents an unreasonable risk of personal 
injury or illness; 

• • • • • 

<12> Any bicycle as defined In 5 1512.2 
(a) of this chapter (except a bicycle that 
Is a '‘track bicycle" or a "one-of-a-kind 
bicycle" as defined in 5 1512.2(d) and 
(©) of this chapter) that is introduced 
into interstate commerce on or after 
(May 1. 1975. or 120 days after publica¬ 
tion of a document in the Federal Reg¬ 
ister acting on this proposal, whichever 
is later) and that does not comply with 
the requirements of Part 1512 of tills 
chapter. 

• • • • • 
g 1512.5 Requirements for braking eas¬ 
tern. 


(c) Footbrakes. • • • 

(3) Crank differential. The differen¬ 
tial between the drive and brake posi¬ 
tions of the crank shall be not more than 
60 * with the crank held against each 
position under a torque of no less than 
13.6 N-m (10 ft-lb). 


g 1512.6 Requirements for steering sys¬ 
tem. 


(c) Handlebar and clamps. The han¬ 
dlebar and clamps shall be tested In ac¬ 
cordance with the handlebar test, 
5 1512.18(h). Directions for assembly of 
the bicycle required In the instruction 
manual by 5 1512.19(a) (2> shall include 
an explicit warning about the danger of 
damaging the stem-to-fork assembly 
and the risk of injury to the rider which 
can result from overtightening the stem- 
bolt. The directions for assembly shall 
also contain a simple, clear and precise 
statement of the procedure to be fol¬ 
lowed to avoid damaging the stem-to- 
fork assembly when tightening the 
stem-bolt. 

§ 1512.9 Requirement* for protective 

guard*. 

• • • • • 

(a) Chain guard . Bicycles having a 
single front sprocket shall have a chain 
guard that shall cover the top strand of 
the chain and at least 50 percent of the 
perimeter where the drive chain contacts 
the drive sprocket. Such chain guard 


shall prevent a rod of 9.4 mm (** in.) 
diameter and 76 mm (3.0 in.) length 
from entrapment between the upper 
junction of the chain and the sprocket 
when Introduced from the chain side of 
the bicycle In any direction within 45* 

from a line normal to the sprocket. 

• • • • • 

g 1512.18 Test and lest procedure*. 

• • • • • 

(h) Handlebar test. (Ref. 5 1512.6(e)) 
(1) Stem-to-fork damp test —(i) Pro¬ 
cedure. The handlebar and handlebar 
stem shall be assembled in accordance 
with the manufacturer's Instructions. 
The handlebar-fork assembly shall be 
subjected to a torque applied about the 
axis of the stem, and shall then be dis¬ 
assembled and examined for signs of 
structural damage Including cracking, 
splitting, excessive galling, gouging, 
scoring, bulging of the stem and fork 
structures, stripping of threads, and 
bearing damage. 

(li) Criteria. There shall be no visible 
movement between the stem and fork 
when a torque of 47.2 — 0 ,in N-m (35 
—0'* ft-lb) for bicycles and 20.4 — 0 * n 
N-m <15 -0’ 1 ft-lb) for sidewalk bi¬ 
cycles Is applied to the handlebar about 
the stem-to-fork axis. There shall be no 
visible signs of damage to the stem fork 
assembly or any component part thereof. 
• • • • • 

g 1512.19 Instruction* and la holing. 

• • • • • 

(e> Every bicycle subject to the re¬ 
quirements of this Part 1512 shall bear 
a permanent marking on the bike frame 
identifying the name of the manufac¬ 
turer or private labeler. Each frame shall 
also bear some form of permanent mark¬ 
ing from w’hich it shall be possible for 
the manufacturer to identify the month 
and year of manufacture or for a private 
labeler to identify the manufacturer and 
month and year of manufacture. 

For purposes of this paragraph the 
term "manufacture" means the comple¬ 
tion by the manufacturer of a bicycle of 
those construction assembly operations 
that are performed by the manufacturer 
before the bicycle is shipped from the 
manufacturer's place of production for 
sale to distributors, retailers, or 
consumers. 

• • • • • 

Interested persons are invited to sub¬ 
mit, on or before February 6. 1975. writ¬ 
ten comments regarding this proposal. 
Comments and any accompanying data 
or material should be submitted, prefer¬ 
ably in five copies, addressed to the Sec¬ 
retary. Consumer Product Safety Com¬ 
mission, Washington. D.C. 20207. Com¬ 
ments may be accompanied by a memo¬ 
randum or brief in support thereof. Re¬ 
ceived comments may be seen in the 
Office of the Secretary. 10th floor. 1750 
K Street. NW.. Washington. D.C., during 
working hours Monday through Friday. 

Dated: December 31.1974. 

Sad ye E. Dunn. 

Secretary. Consumer Product 

Safety Commission . 
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